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Trade with the US 

Peace talks enter 
the final phase 

Guy de JonquiCres, Page 10 







'Once the industry matures and growth 
begins to flatten out, vertical integration is 
not where you want to be' 


Par! In tomorrow's FT 


WORLD NEWS 

Nato will not 
turn its back 
on Bosnia, 
says Solana 

Nato will not turn its back on 
Bosnia, the defence allian ce’s 
secretary-general Javier Solana 
pledged yesterday in a speech to 
MPs from Nato's 16 countries. US 
Pnng rpss been promised that 
US troops in the Bosnia stabilisa- 
tion Force will be withdrawn by 
next June, and other Nato allies 
are under pressure to puH out at 
the same time. Page 4 

Chief quits after jobs row 

Jean Gandois, who opposed 
French government plans to cut 
the working week, quit as presi- 
dent of the country's main 
employers' organisation. Page 2 

Greece accuses Turkey 

Greece said Turkish jet fighters 
buzzed a military transport air- 
craft taking Greek defence minis - 
ter Akis Tsohatzopoulos to the 
divided island of Cyprus. Page 4 

Italy's crisis eases 

Italy's communist leader Fausto 
Bertinotti said his hard-left party 
would support prime minis ter 
Romano Prodi’s 1998 budget, 
effectively ending the country’s 
political crisis. Page 2 

Protestants jeer Blair 

Angry Protestants jostled and 
jeered British prime minister 
Tony Blair in Northern Ireland 
after his historic handshake with 
Gerry Adams, president of Sinn 
Fein. Page 11 

Kohl calls for party unity 

Christian Democrats rallied 
behind their leader Helmut Kohl 
after the German chancellor told 
them they faced a particularly 
tough election campaign. Page 2 

Coke chief on critical list 

Coca-Cola chief executive 
Roberto C. Goizueta, is critically 
ill after developing an infection 
while being treated for cancer. 
Page 19 

US- Venezuela drugs pact 

US president Bill Clinton ended 
his Venezuela visit by signing 
deals aimed at stepping up 
co-operation in the war against 
illegal drugs. Page 6 

High winds hinder launch 

Strong winds and computer prob- 
lems delayed the launch of the 
US Saturn probe. Cassini, which 
is powered by 721 bs of plutonium. 
Pages 

Zimbabwe to seize land 

Zimbabwe president Robert 
Mugabe said his government 
would not compensate white 
farmers for land it planned to 
take to resettle peasants. 

Job losses in China 

Fifty thousand people are 
reported to have lost their jobs in 
Chengdu, south-west China, as 
state enterprises have declared 
themselves bankrupt Page G 

West coast toast 

California wine makers are toast- 
ing a record grape harvest, with 
yields in Napa and Sonoma 
valleys up 50 per cent 

John Denver killed In air crash 

Singer John Denver, whose 
Rocky Mountain High and Take 
Me Home, Country Roads gained 
worldwide appeal, died when the 
single-engine aircraft he was 
piloting crashed into Monterey 
Bay. California. 
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Lyme disease 

Attack of 
the killer tick 

Technology, Page 13 


Family disintegration 

State should not egg on 
the unstoppable trend 


SI Martin Wolf, Page 16 


At 


S tanding stone 

n Get back to where 
you once belonged " 


Arts, Page 15 



Markets surge on corporate deals 


Shares sharply up as companies begin 
restructuring ahead of monetary union 


Merger mania hits Europe^ 


STOCK MARKET 
Km Yurie hncMUno 
OmJonaMAv — 
NASDAQ Compos* — 
Empt and far East 

CACAO 

□AX 

FTSE 100 


— 0.08401 
507.91 


300098 

4.231.40 

53001 

17504.7 

RATES 


fakat Fonts 

3-tnBi Tims BMa YM 

Uno Bond ... 

TWO 

OTHER RATES 
BK 3-mo Usroaok 

Mfc IDjrG® — ■ 

Rnes 10 yr OAT — 
Ciwninr 10 yr Bund 
Japan: 10 jr JGB — 
NORTH SEA OR. 
Brant DeM 


T 4 % 

1019688 

SMB 

103JJ1 

HRL74 

CfeVM) 

92009 


! BUSINESS NEWS 


Britain positions 
itself for Emu 
entry but avoids 
firm commitment 

Britain's Labour government has 
positioned itself for early entry 
into Emu without giving its 
European Union partners a firm 
commitment to the single cur- 
rency. Page 18; Italian budget 
crisis. Page 2: Editorial Com- 
ment, Page 17 

LVMH chairman Bernard Arnault 
has dropped his opposition to the 
£24bn ($38-8bn) merger between 
Guinness and Grand Metropoli- 
tan. Page 19; Observer, Page 17; 
Ceasefire agreed. Page 26; Lex, 
Page 26 

TAG Group of Luxembourg is to 
operate Famborough aerodrome 
in England, .safeguar ding the 
international air show. Page 11 

Merita, Finland's largest hank, 
confirmed a SKrSObn ($io.6bn> 
plan to merge with Nordbanken, 
Sweden's fourth- largest lender, 
creating the largest financial ser- 
vices group in the Nordic region. 
Page 19; Lex, Page 18; Nordic 
dominance. Page 24 

ThaBand has eased criteria for 
the rescue of 58 suspended 
finance companies. Page 18; 
Unfinished business. Page 6 

P harma cia A Upjohn, 

US-Swedish pharmaceuticals 
company, is moving its headquar- 
ters from Windsor in the UK to 
the US east coast Page 21 

Reed International of the UK 
will become part of an interna- 
tional publishing combine based 
in the Netherlands after a £20bn 
($32tm) merger between Elsevier 
and Wolters Kluwer. Page 19; 

Lex, Page 18 

Lafarge, French cement 
manufacturer, launched a £L67bn 
(S2.7bn) hostile bid for Redland, 
the UK tiles and aggregates com- 
pany. Page 19; Rival bidders, 

Page 26; Lex, Page 32 

Netcom Online Communication 
Services, the Californian internet 
service provider, is merging with 
ICG Communications of Colorado 
in a S285m deal. Page 22 

hi to na tio nal oil prices plunged, 
as analysts said traders feared 
that futures markets were “over- 
bought”. Page 30 

Japan’s current account surplus 
swelled year-on-year by 77.7 per 
cent to YB17.8bn ($6.81bn) daring 
August Page 6 

ban Asseman Airlines, Iran's 
second-largest state carrier, is 
buying two Airbus Industrie air- 
craft for 840m. Page 10 

Pfiva, Croatian drugs group, and 
ICN Pharmaceuticals oF the US 
are to take majority stakes in two 
of Poland's leading pharmaceuti- 
cals companies. Page 23 

South Korea's finance ministry 
has announced measures to boost 
the Seoul bourse, which has 
fallen to a 55-month low. Page 6 

The UK is proposing corporation 
tax changes which could force 
more than 50 research organisa- 
tions to pay tax for the first time. 
Page 12 

China aims to double its share of 
the world shipbuilding market, 
after approving plans to build a 
Yo4.7lbn (*566tnj shipyard in 
Shanghai. Page 10 


By PhiBp Coggan 
in London 

It was manic Monday on 
European stock markets yester- 
day as a flurry of corporate bids 
and mergers carried share prices 
sharply higher, on evidence that 
continental businesses were 
starting to restructure them- 
selves ahead of the first wave of 
economic and monetary nnim in 
1999. 

On top of the talks to combine 
the insurance interests of BAT 
Industries and Zurich group, 
announced over the weekend, 
four new substantial deals were 
revealed yesterday. 

Shares In many of the partici- 
pating companies raced ahead, 
while the broad markets were 
carried higher as investors specu- 
lated on the next takeover candi- 
dates and looked forward to the 
effect of restructuring on 
corporate profits across the Con- 
tinent. 

In London, the FTSE 100 index. 
boosted by tbe Reed Elsevier 


merger with fellow publisher 
Wolters Kluwer and the hostile 
bid for banding materials group 
Redland from the French cement 
maker Lafarge, rose 72.8 to 
5300.1. 

The bid by the Italian group 
Generali for the French insurer 
AGF helped the CAC 40 in Paris 
rise L6 per cent while the 
merger between Nordbanken of 
Sweden and Merita of Finland 
helped the Helsinki bourse gain 
L7 per cent 

Analysts stressed that this was 
an ideal time for European indus- 
try to make deals. Barriers to 
cross-border takeovers were foil- 
ing and with stock markets close 
to record highs, companies were 
well placed to offer their shares 
as consideration (many of yeste-- 
day's deals were paper-based). 
The Lazard group of companies Is 
involved in advising protagonists ' 
in all five deals. 

The case for European industry 
to restructure seems to have 
been given a further kick by the 
approach of a single currency. 
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Editorial Comment _Pjge17 

Arranged man- jage* .Page 17 

Observer Page 17 

Lex Page 18 

Merfia plans merger 
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Bserier and Wolters Nuvwr 

in £20fan merger Pages 19 

BAT coirid mrafl Zurich 

deal this week Page 25 

B ac c y to the fafara Page 25 

Lafarge in hostile bid 

far troubled ffedfand ftgus19,26 

LwBtn CfHBT ends opposition 
to merger --———I— Page 19 
Adversaries toast peace ——Page 26 
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“When you start to hypothesise a 
merged European economy or 
stock markets, some industries 
look pretty fragmented on a 
Europe-wide basis,” said Mark 
Howdle, European strategist at 
UBS. 
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TTifa was particularly true in 
areas such as h o nking and insur- 
ance, which has already 
seen deals such as the 
takeover of Winterthur by Credit 
Suisse. 

Mr Howdle pointed out that the 


financial services sector would 
probably be easier to restructure, 
in the face of public opinion, 
than a blue-collar industry. 

It is stiff more emotive to lay 
off a Belgian car worker than a 
French hank dak,” he said. 


State retains presence in sector 

France creates 
defence group 


Generali launches hostile 
$9bn bid for French insurer 


By Robert Graham in Paris and 
Alexander Nicofl m London 

France's Socialist government 
last night announced the cre- 
ation of a national defence group 
centred on the state-controlled 
electronics group Thomsan-CSF 
but including the telecommunica- 
tions and space business of 
Alcatel- Alsthom, the electronics 
of Dassault and the satellites of 
Aerospatiale. 

Tbe long-awaited decision 
involves a strong continued state 
presence in the defence sector 
and puts the concentration or the 
Frendh national industry before 
the inclusion of European part- 
ners. Tbe state will hold about 45 
per cent of tbe new grouping, the 
details of which will be worked 
out between now and the year’s 
end, according to defence minis- 
try officials. 

The emphasis on prior concen- 
tration of the French industry 
did not rule out later deals with 
European companies, the officials 
added. 

“The previous government 
sougbt to re-organise through 
privatisation of Thomson. This 
gave precedence to financial solu- 
tions over industrial ones and we 
have preferred to seek an Indus- 
trial logic.” a defence ministry 
official said. 

A rival bid had been presented 
by Lagardere. But it appears the 
government was in part swayed 
by the better fit of Alcatel, with 
its big financial muscle. The plan 
is a triumph for Serge Tchuruk, 
chairman of Alcatel. 

There was considerable disap- 
pointment in the Lagardfere 
camp. Lagard&re was allied with 
Daimler Benz Aerospace and 
British Aerospace in its bid for 
Thomson. 

One adviser to Lagardere dis- 
missed the Paris decision as a 
“Franco-French solution”, which 



Triumph; Sage Tdiuruk 

would not assist in tbe much- 
needed consolidation of the Euro- 
pean defence industr y 

Lagard&re is said to have been 
unwilling to accept some condi- 
tions made by the French govern- 
ment, including the size of the 
stake In the reorganised Thom- 
son that it would be able to take. 

Hie state just now holds 58 per 
emit of Thomson. Thomson will 
hold between 30 and 35 pec cent 
of the new group; Alcatel win 
have 20-25 pm- cent; and the state- 
owned Aerospatiale about 10 per 
cent 

That would leave some 30-35 
per cent in public hands, with a 
small proportion of the new j 
group's shares available to j 
employees, according to the I 
defence ministry. No cash will 
change hands but the value of 
Alcatel's operations being placed 
with Thomson would be Ffr4bn 
(5600m). 

Dassault had already teamed 
up earlier this year with Alcatel 
to bid for Thomson. So the new 
el ement in last night’s rest r u ct ur - 
ing plan is that Aferospatlale is to 
pool its satellite activities with 
the three other companies. That 
is a logical consequence of the 
collapse last year of Aferospa- 
tiale’s negotiations to create a 
satellite and missiles joint ven- 
ture with Daimler-Benz Aero- 


By Paul Betts In MBan 
and Arafasw Jack In Paris 

Assicnraztani Generali, Italy's 
largest insurer, yesterday 
! launched a FFr55bn ($9~25bn) 
hostile bid far ACT, France’s sec- 
ond largest insurance group, in. 
' the biggest attempted cross- 
border acquisition by an Italian 
company. 

The Italian group said the 
acquisition would make It 
Europe’s third largest insurance 
company with 11 per cent of the 
French market, 10 per cent of 
Spain's,' 7 per cent of Belgium's 
and 8 per cent of Ireland's. 

The Trieste-based gro up had 
been expected to mate an acqui- 
sition but has waited far two 
years. 

Generali’s bid is for tire entire 
share capital of ACT and its con- 
vertible bonds as well as for new 
ACT shares In the French com- 
pany's current bid fin Athena, 
the French insurer controlled by 
Worms & Cte. 

ACT yesterday called the bid 


hostile and said it had sum- 
moned. a hoard ’ meeting to dis- 
cuss tbe organisation of a 
“defence”. Such action could 
include a search for on alterna- 
tive “white knight” bidder. 

The Generali offer wwipHaitet . 
the FFr32tm friendly hid 
last week by ACT in conjunction 
with mi, controlled by the Ital- 
ian Agnrfii family, far Warms, 
the French financial and ifldns- 
tzial holding company.' “ - * ■ 

The BO-ACT Hd, branched as a 
“white knight" response to a' 
hostile FFtSObn Hd for Warms 
from Francois Pbumlfs Artemis, 
envisages AGF taking over 
Athena, tbe insurance company 
controlled by Warms.. 

Generali said it was acting on 
its own initiative, quashing 
rumours that it was considering . 
a joint bid with Pinanlt for 
Warms and Athena. 

Generali, known to have long 
considered a Hd for Athena, said 
it would regard Sts bid as suo- 
cessfnl tf it secured at least 5001 
per cent of ACT. 


fill and ACT both said yesterday 
they were maintaiMing their 
offer for Worms. TUs increases 
in value stance payment is partly 
in ACT shares, which have risen 
because of the Generali Hd. 

Financial analysts in Milan 
said the Hd made strate gic same 
despite passible dffniian of Gen- 
erali earnings. The group was 
considering a L4J)00bn (S 2 JBm) 
capital increase to help fond the 
ACT acquisition. 

Generali is offering FFr300 fir 
ACT shares and FFr305 for the 
French company’s convertible 
bonds. It said tins repr e sen ted a 
27.6 per cent and 16 per cent 
premium on their respective 
closing prices last Friday. 

Generali shares rose nearly 5 
par cent in ffibm immediately 
after the bid was announced. 
They dosed up L1J5B9 to L38^00. 
AGF’s shares ware suspended 
after the bid was anxwnnced. 

Observer, Page 17 
Lex, Page 18 
Bid sums up change. Page 24 
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£53,000,000 

Management buyout of 

Argent Group Europe 

a group of eight businesses from Hilisdown Holdings pic ' 

Led and arranged by 

Ginven 

Equity provided by Cinven funds 

Debt facilities arranged and provided 
by Royal Bank of Scotland 

Arthur Andersen acted as investigating accountants 

AsHurst Morris Crisp acted, as solicitors to Cinven and the company 
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NEWS: EUROPE 


Italy's PM hardens negotiating sfer 

Prodi closes 


fence over budget a^s Bertinotii comes under ^pressure from his own supporters; to heal rift 


in on 


By James Blitz in Rome 

Romano Prodi, Italy’s prime mfcnsfer, 
last night appeared almost certain of 
reaching a satisfactory deal with the 
country's neoCommunists, maWny jt 
likely that he would be able to stay cm 
as premier. 

After Intensive talks with the leaders 
of Reconstructed Communism - a 
minor party in the Kalton parliament - . 

Mr Prodi said “we are close to an 


understanding,” mid "discussions are 
proceeding in a satfrfitetoty way.” Mr 
Ftodi said he expected full details of 
the agreement with RC to* be 
announced today. 

RC brought down Mr Erodi’s admin- 
istration last 'Hrarsday by withdrawing 
'support for it in the Rattan parliament, 
thereby depriving the government of a 
majority. But Fausto Bertinotti, BC 
leader, appears to hare badly miscalcu- 
lated, coming under intense -preBS wra 


from his .own supporters to patch up 
the rift A metalworkers' union to 
which his party is closely allied has 
expressed outrage at the way ' RC 
brought down the government Mr Ber- 
tinotti was booed and hissed on a visit 
to see the earthquake damage in Assisi 
in Umbria at the Weekend. 

In the wake of all this, the govern- 
ment reopened negotiations with RC- 
and was yesterday sounding upbeat 
about the. chances of success. Both 


sides were keeping the contents of. 
their negotiations secret ... 

But Mr Bertinotti yesterday appeared 
to be under mounting pressure to 
riimh down, am id signs that Mr Prodi 
has hardened his negotiating position 
in recent days.' Mr Prodi has repeatedly 
matte dear that there is no question of 
the, government making any compro- 
mises in its budget plan. But his sure 
ness oftouch appeared to reach new 
hei g ht s yesterday in a relaxed and con- 


fident interview -with Carrier®., .della 
Sera, the Milan daily. 

Mr Prodi said there was no way that 
he personally could resolve the current 
crisis because the derisions were now 
in other peoples’ hands. - ,._i 

he laid: down two conditions • 
for htm to stay on as prime minister 
that the budget presented ' to parlia- 
ment must remain untouched and' that, 
the government he led .must be based 
on the existing majority .in parixament 


- "I believe that if the current crisis 
cannot be resolved there, will be noth- 
ing leltto go for but elections,” he said, 

adffing that a pdl ; could be held before 
the end of the year if parliament is 
dissolved by Ritay? : - 
r *But," he addj&U.;“these wopM be 
that nobody. wlR want and 
which.wfll not 'be, welcome. If -they 
have to happen^ they must, happen 
quickly because -Europe wont watt.” 
•Editorial Continent*. Page 17 


French business chief 
quits over work plans 


By Andrew Jack In Paris 

The head of Patronat, 
France's most influential 
business organisation, yes- 
terday resigned unexpect- 
edly in a sharp mtengffl fa- 
tion of the fall-out from the 
French government's deci- 
sion to cut the legal length 
of the working week. 

Jean Gandois, who had led 
Patronat since 1994, warned 

FINANCIAL TIMES 
Pnbfafjed by The Fnanral Times (Europe) 
GmbH, ttkh Wfaa 5. 60314 FisS- 
fin up Mem, Genramy. Tefejtae +449 
» 136 850. Fax +449 ® 5»i48L Rejatv 
rented ia Fnnfcfiii t by L Wiber Band. 
WtBKfan J. Brand. Cofin A. KamutS at 
Gts&jfaffihm gg] ^ London by David 
CM. Ben, Onrinnan. and Abu C MBJer, 
Depot; Cbwnaan The dnitbolder of the 
F uunciil Times {Europe] GmhH a Pen- 
son Overseas Holdings Limited, 3 Budnsg- 
lon Gardens. London, WIX 1LE. 
Shareholder of ihj co mpany jj Ibiu m 
pic. legsKied at ibe same address 
GERMANY: 



SE1 9HL. 

FRANCE: 

PnhKimg Director P. Mareviafia, 42 Rue 
La Boede. 75008 PARK. Td epbooe (01) 
5376 8254. Fax (01) 5376 8253. Printer 
S.A- Noid Edair. 15(21 Roe do Cairc. 
F-59100 Rouban Cedes 1. Editor: Richard 
Lambert. ISSN 1148-2753. Commission 
Pariuirc No 67SBD. 

SWEDEN: 

Responsible Pub&hcr. Huh Goneg* 468 
618 6088. Printer. AB EriHgtidtimgeQ 
Ex pressor, PO Box 6007, S-550 06, 


C The Financial Times Limited 1997. 
Editor Ridnid Lumbcrt, do The Finsintfl 
Times Untiled. N amber One SaBdnredc 
Bodp, London SEI 9HL. 

R r 


of future conflict between 
business and government: 
“Companies have no choice 
other thrrr t a very tough bat- 
tle, without pity. Social dia- 
logue will be Interrupted.” 

His decision comes after 
outspoken comments at the 
end of the jobs summit 
organised last Friday by Lio- 
nel Jospin, the prime minis- 
ter. The summit set an objec- 
tive of a 35 hour 'working' 
week enforced by legislation, 
by 2000. The resignation is 
significant because Patronat 
has an important role along- 
side the unions and the gov- 
ernment in France’s corpo- 
ratist system of negotiating 
wages, labour agreements 
and the management of the 
social security system. 

Mr Gandois said at the 
conclusion of the jobs sum- 
mit that Ms organisation 
had been tricked into taking 
part by the government, 
arguing that he had not been 
made aware of the intention 
to use legislation to impose 
reduced working home. 

He had been an outspoken 
critic of such Ingiatetfnn but 
he attempted to take a mod- 
erate line in negotiations 
with the government, reject- 
ing suggestions that Patro- 
nat would apply the “policy 
of the empty chair” and stay 
away from the jobs summit 
His views contrasted with 
the more hard-line members 
of Patronat including Denis 
Kessler, a senior executive 
at Axa, and Didier Pineau- 
Valenciennes, chairman of 


Kohl calls for unity in CDU 
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Chancellor rallies party to campaign on platform of. family Values, education and entrap 


r vi; 


Schneider, who had threat- 
ened a boycott 

Jfr Gandois said after the 
joke summit that the deci- 
sion by the government 
would threaten employment 
rather than create jobs and 
risked reducing businesses' 
cotnpetittve position in the 
btfQd np to toe single Euro- 
pean currency. 

After his resignation, he 
said he was “more of a nego- 
tiator than a killer" and 
could not carry out “the new 
combat” on behalf of compa- 
nies in the months to come. 

He said before the end of 
toe year Patronat would pre- 
pare an alternative pro- 
gramme of measures 
designed to create employ- 
ment in -contrast to the 
“authoritarian” working 
hours approach adopted by 
toe government 

As farmer rihairnum of the 
Pechiney group, Mr Gandois 
had employed in a senior 
position and become friends 
with Martine Aubry, the 
powerful employment and 
solidarity minister, one of 
the leading proponents of 
legally enforced, reduced 
working hours. 

CORRECTION 

Alexander Moroz 

The . chairman of the 
Ukrainian parliament is 
Alexander Moroz. The name 
was incorrectly spell in yes- 
today’s edition- ' 1 


By PetSTiNofman hi Leipzig 

i 

Germany’s Christian 
Democratic Union yesterday 
rallied to the support of Hel- 
mut Kohl, tts leader, after 
the chancellor told the par- 
ty's annual congress toe 
CDU was facing one of the 
toughest election campaigns 
in the history of toe federal 
republic. 

Delegates rose to their feed: 
in applause when Mr Kohl, 
near the end of his 90-minute 
speech, declared It was his 
“duty” to stand far a fifth 
term of office in the German 
general election on Septem- 
ber 27 1996. 

Thu 67 -year -old chancellor 
delivered his keynote 
address to the conference in 
a remarkably low key man- 
ner and appeared at thnaw 
old and tired, even yawning 
at one point. The three-and- 
a-half-minute standing ova- 
tion that followed his 
address appeared dutiful 
rather t.hnn enth usiast ic . 

Klaus E$cher, leader of the 
Junge Union, the CDTFs 
youth wing, responded to 
the party's desire for unity 
when he declared he would 
concentrate on toe ejection 
campaign 1 and was ending 
his campaign to modernise 
the CDjJ until after the poll. 
Last week, Mr Escfaer called 
on the CDU to renew policies 
and for Mr Kohl to step 
down as leader after the 
election. • : 

Mr Kohl's speech unveiled 
no initiatives. But it gave 
some insig hts into how the 
CDU would fight next year's 



federal election campaign as 
well as those in toe states of 
Lower Saxony. Saxony 
Anhalt , Bavaria and Meck- 
lenburg- V orpommera. 

He stressed the impor- 
tance of the European single 
currency as a response to 
globalisation and promised 
that the CDU would push it 
through. 

He warn ed that the opposi- 
tion SFD and Greens would 
seek to govern Germany in 
alliance with the east Ger- 
man former communist 
Party of Democratic Social- 


ism. Mr Kohl presented the 
CDU as the party of Individ: 
ual responsibility, family 
values, entrepreneurship 
and betto education. 

The chancellor was at his 
most effective when he 
attacked the Social Demo- 
crats and appealed for unity 
in the CDU. He denounced 
the two SPD contenders for 
the chancellorship, describ- 
ing Gerhard Schr&der, the 
popular SPD prime minister 
of Lower Saxony, as an 
“opportunist”, and accusing 
Oskar Lafontaine, the SPD 


leader, of driving toe Saar- 
land, of which he is prime 
minister. Into financial ruin. 

But long passages- in Ins 
speech, in which Mr Kohl; 
stressed Germany's need to 
reform, warned of the prob- 
lems of its ageing population 
and told delegates that, toe 
government could no longer. 1 
deliver largesse , to the Vot- 
ers, were listened to in 
silence. Many lines, where 
his speech writers must have 
hoped for a rousing delivery, 
were delivered quietly in a 
presidential style. 
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Helmut Kohl (right) was all smiles alongside CDU secretary-general Peter ffintze yesterday despite a hnvkey speech : tout** 


Only rarely did Mr Kohl 
inject passion into his 
'speech. On one occasion,; he 
departed from , his prepared .- 
text to castigate as a “scan- 
dal” moves to end rettgioua V- 
education in schools. i 

On another, he swore Ge» " 
many would never follow the 
British government's, exam- 
ple under Margaret ’ Thatcher ■ 
and ration medical care. -for 1 
the elileriF-'“We are not the 
. party of toe market econ- '• 
omy. We are the party af'tbe 
social market economy,” he 
declared. 
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NEWS DIGEST 


Tension grows 
in Polish talks 


Relations took a ton for the worse yesterday between the 
muon-lea Solidarity Electoral Action CAWS) and the 
p ro-bu siness Freedom Union (UW). the two Polish parties 
-negotiating a. coalition pact following election victory on 
September 21 . 

The development came after the UW, the smaller party, 
de ma nded a tiff say over economic policy In the next 
cabinet, stinging Janus* Tomaszewsirf, ah AWS leader, 
into comparing the Freedom Union in a radio interview 

with a small dog barking at the AWS's heels. 

Tomas* Tywonek, the AWS spokesman. said the AWS 
leaders hip would convene on Monday evening to review 
progress in the talks. A meeting expected yesterday 
between Leszek Balcerowicz, UW leader, and Marian 
KrzaHewaki, his AWS counterpart, could on ly be 
arranged after that *T can’t say when it wfll place,” 
he said. Mr Krzaklewski said last week he expected to 
give the - name of the AWS candidate for the next prime 
minis ter to President Aleksander K wasni e wski by 
October 16 when the outgoing administration is expected 
fonnaRy to resign. . Christopher BobmsH Warsaw 

■ RUSSIAN VISA ROW 

Banker blames rivals 

Baris Jordan, the American investment banker stripped 
of his Rccssmn multi-entry visa earlier this month, 
yesterday said be was the victim of a bankers’ war which 
threatened to besmirch Russia’s reputation in the 
international business community. Mr Jordan, one of the 1 
pioneers of Russia’s booming capita] markets, blamed 
unscrupulous rivals of Onexfcnbank, the Russian financial 
powerhouse with which Mr Jordan is closely affiliated, for 
his visa difficulties. 

‘The issue is not me personally, but Russia’s image in 
the financial world," Mr Jordan, who was re-admitted to 
Russia last Friday, said yesterday. Mr Jordan would not 
specify which financial groups he believed were behind 
the withdrawal of his multi-entry visa. But he claimed his 
visa difficulties were part of a "media war” against 
Onextmbank and its allies waged by competitors unable 
to survive in a free and open market economy. 

Officials said Mr Jordan has been granted a 
three-month single entry visa, but his multi-entry visa 
has not yet been restored. Chjystia Freeland, Moscow 

■ HOLOCAUST ACCOUNTS 

Swiss banks counter criticism 

Swiss banks are stepping up a campaign to bolster their 
international image and counts- criticism that they are 
holding on to dormant bank accounts of Holocaust 
victfans.The campaign, which involves frill-page 
advertisements in 120 newspapers in 30 countries 
outlining the "significant progress” which the banks have 
made, comes only a few days after Union Bank of 
Switzerland was dropped as lead manager for a $lbn loan 
for New York City because of its poor record in 
cooperating with investigations into its wartime record. 

The banks, which published their first list of 1,785 
dormant accounts in July, will publish a second list on 
October 29, which mil include dormant accounts of Swiss 
citizens. William Sail, Zurich 

M BANK TELECOMS 

Swift eases membership rules 

An international tetecammumcatiohs network 
co-operative which offers secure data transmission for 
baDks.1ba£ fcgreed to change its membership rules after- - 
intervention by the competition authorities in Brussels. 

The European Commission, acting on a complaint from 
La Poete, the French post office, said the Society for 
Worldwide International Financial Telecommunications 
(Swift) - owned by more than 24)00 banks - was abusing 
its dominant position in the international transfer market 
when It refused membership for La Foste. Swift is the 
only network providing connections to banks located 
anywhere in toe world. By denying La Poste entry, it had 
in effect excluded ft from the international transfer 
market, said Brussels. 

Swift denied the Commission’s findings, saying there 
were many alternatives for international payments 
providers in France and abroad. However, it agreed to 
settle the case by granting access to any European Union 
institution which provides cross-border payments for the 
public and fulfils criteria laid down by the European 
Monetary Institute. Emma Tucker, Brussels 

■ BASQUE SEPARATISM 

Herri Batasuna trial starts 

Tra der s of the political wing of the Basque separatist 
group Eta went mi trial yesterday an charges of 
cooperating with the armed group. Amid heavy security, 
the 23 members of Hern Batasuna’s national hoard 
arrived at the Supreme Court in Madrid in the early 
morning. The trial' was supposed to start a week ago but 
was suspended moments before it was about to begin 
after Hem Batasuna’s attorneys questioned the 
impartiality of one of the three judges presiding over the 
trial. The court rejected. the claim. AP, Madrid 
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NEWS: EUROPE 


Companies face a time gap dilemma 


By Wolfgang Munch au 
in London and David Owen 
h Paris 

The time 
gap between 
the scheduled 
1999 start of 
fiCv" economic and 

monetary 
union and 
the introduc- 
Preparing Uon of euro 
for Emu banlmotes 111 

Bnw 2002 poses a 
dilemma for 
many companies. At what 
point exactly should they 
convert their externa] and 
internal accounting systems? 

A surprising number of 
companies have not given 
this matter thought. Busi- 
ness consultants regularly 
express dismay at such apa- 
thy. Further, tbose who 
seem well prepared disagree 
on whether to convert early 
or late, or opt for a dual-ac- 
counting strategy. 

During the period from 
1999 until 2002, companies 
and individuals have the 
right, but cannot be forced, 
to use tbe euro, under the 
"no compulsion, no prohibi- 
tion” principle. 

At one extreme of tbe 
spectrum are Daimler-Benz, 
the automotive group, and 
Siemens, the electronics 
company. Daimler said last 


week it will convert all its 
systems on the first day or 
Emu: January l 1999. From 
that day onwards, the euro, 
the new single currency, will 
become tbe in-house cur- 
rency. 

Suppliers will then have to 
quote their prices in euros. 
Mercedes cars will have euro 
price tags. It is possible, 
though not yet decided, that 
Daimler will pay its employ- 
ees in euros from that day. 
That would imply that 
employees convert their 
bank accounts into euros. 
The transfer from euros and 
into D-Mark banknotes, nec- 
essary for any cash transac- 
tions during the transition 
period, would occur at bank, 
not company, level. 

Siemens is equally aggres- 
sive, except that tbe change- 
over will occur nine months 
later, on October 1 1999, to 
coincide with the company's 
lopsided financial year. 

For Siemens, the decision 
could have huge commercial 
ramifications. Europe 
accounts for more than two- 
thirds of worldwide sales of 
$55bn. and tbe share of gross 
profits is even higher. 

Siemens has said it will 
write to its clients and sup- 
pliers saying that only euros 
would be acceptable from 
October 1999. 

This means that suppliers 


outside tbe Emu-zone, for 
example in the UK, might 
find the only way to hedge 
against the currency risk 
would be to switch to euros 
themselves, and pass the 
currency risk Vo their own 
suppliers. As this process 
continues, the euro is forced 
deeper and deeper into tbe 
supply chain, even in non- 
participating countries. 

But not all companies will 
be as radical as Daimler and 
Siemens. Some may use dual 
accounting. Avis Europe, the 
car rental group, recently 
became tbe first quoted UK 
company to report its results 
in sterling and ecus, the bas- 
ket currency of existing 
European Union members. 
The company said it took tbe 
step because of the large pro- 
portion of its business gener- 
ated outside the UK. 

International Business 
Machines has pencilled in a 
provisional conversion date 
of 2001. Currency conversion 
has a distinctly lower-profile 
at IBM than at Daimler or 
Siemens, since IBM already 
uses a single currency, the 
dollar, as its in-house mone- 
tary unit. 

Saint-Gobain. the French 
glass and ceramics group, 
plans to adopt a flexible 
approach, switching to the 
euro from January l 1999 for 
its consolidated accounts. 



Subsidiaries will be able to 
make up their own. minds at 
what point in the three-year 
transition period they 

switch. 

Francois Janny. Treasury 
and financing director, says 
subsidiaries supplying glass 
to tbe automotive industry 
might well switch at tbe ear- 
liest opportunity. By con- 
trast, building materials 
businesses, whose clients 
tend to be more locally 
based, will probably be 
among the last to move. 


The group will give itself a 
one-year "safety margin" by 
insisting all subsidiaries 
start accounting in euros by 
January 1 2001, unless good 
reasons exist not to do so. 
Mr Janny expects to know 
which businesses will be in 
the first wave in about three 
months. 

Unlike Daimler and Sie- 
mens, Saint-Gobain expects 
to continue paying employ- 
ees in national currencies, 
for two main reasons. First, 
individuals will not initially 


be able to conduct day-to-day 
transactions in euros and. 
second, because it expects 
French tax authorities to 
insist tax declarations be 
completed in French francs. 

National tax authorities 
and public administrations 
are likely to prove the big- 
gest obstacle to a genuine 
fast-track conversion pro- 
cess. Tbe German tax 
authorities will not accept 
the euro until the end of the 
transition period, and the 
various social securities 
funds - the pension, health 
and unemployment benefit 
administrations - are also 
likely to stick with the 
D-Mark as long as they can. 

Since monetary union of 
such scale knows no prece- 
dent, it is not known how 
companies and individuals 
would behave during a dual- 
denomination transition 
period. Emu experts at 
Daimler-Benz hope the euro 
will soon gain critical mass. 
This view is also shared by 
many experts inside tbe 
European Commission. 

Sceptics say the euro will 
not gain the upper hand 
until euro notes and coins 
are introduced. This is 
scheduled to start at the 
beginning of 2002. This 
aspect of Emu is one of the 
hardest to pinpoint in 
advance. 
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NEWS: EUROPE 


Ireland expected to resist Commission over tax 


By «lohn Murray Brawn 

Charlie McCreevy, the Irish 
finance minister, will today 
find hims elf under pressure 
from the European Commis- 
sion to bring Ireland's corpo- 
rate tax rate into line with 
other member states. Mr 
McCreevy. who is scheduled 
to meet Karel Van Miert. the 
European commissioner for 
competition in Brussels, is 
expected to resist strongly. 

With EU countries anxious 
to contain budget deficits to 
qualify for monetary union. 
Ireland's 10 per cent corpo- 
rate tax rate has become a 
bone of contention for a 


Solana 
plea over 
Bosnia 
support 

By David Buchan, 

Diplomatic Editor 


Javier Solana, the Nato 
secretary general, yesterday 
made his strongest plea to 
date for **a long-term com- 
mitment'* by tbe alliance to 
peacekeeping in Bosnia. 

Speaking to an annual ses- 
sion in Bncharest of Nato's 
parliamentary assembly, Mr 
Solana promised: “We will 
not torn our backs on Bos- 
nia. That would be against 
our interest as well as a 
tragic mistake." 

The US administration has 
promised Congress that US 
troops, which are part of the 
36.000-strong Stabilisation 
Force (Sfor) in Bosnia, will 
be withdrawn by June 1908. 
This has put strong pressure 
on other Nato allies to poll 
oat their forces at the same 
time, though the alliance 
has taken no decision on 
whether or how to replace 
Sfor. 

Following tbe lead of US 
administration officials who 
have recently started to pre- 
pare public opinion for some 
residual US role in Bosnia 
after the middle of next 
year, Mr Solana said: "Nato 
troops cannot and will not 
stay Indefinitely, but Nato 


number of member states, 
who argue it distorts invest- 
ment flows, and diverts 
exchequer revenues. 

Dublin's current tax rate 
lasts until 2010 for manufac- 
turing and traded services, 
and 2005 for financial ser- 
vices, and does not require 
specific Commission 
approval. 

The disagreement with 
Dublin centres over what tax 
rate will apply when the cur- 
rent regime runs out. Brus- 
sels says it will treat the tax 
regime as state aid. and as 
such whatever is agreed will 
require the approval of the 
competition commissioner. 


Irish finance minister under pressure to raise company 
rate of 10% in line with EU ahead of monetary union 


Mr McCreevy will be 
joined by Mary Harney, 
employment and enterprise 
minister, at what is one of a 
number of meetings Mr Van 
Miert is conducting with 
member states on state aid. 

The importance of the 
issue was underlined last 
week In a survey of German 
businesses in Dublin by tbe 
German Chamber of Com- 
merce which found that the 
low tax rate was tbe main 
reason to locate in Ireland It 




Javier Solana speaking yesterday in Bucharest *We wfli 
not turn our backs on Bosnia* asm 


has a long term interest In 
and commitment to Bosnia". 

Under the 1995 Dayton 
peace accords, the role of 
Sfor troops has been to pro- 
vide reassurance to refugees 
returning home to areas 
from which they were 
chased in the 1992-95 war, 
and thereby to end the effec- 
tive partition of much of the 
country on ethnic lines. 

The fear is that a pull-out 
of Sfor will reinforce parti- 
tion and make Dayton a 
dead letter. 


Mr Solana rejected this 
prospect in the strongest 
possible terms. Abandon- 
ment of Dayton and accep- 
tance of partition “would be 
catastrophic - morally, 
politically and economi- 
cally", he told MPs from 
Nato’s 16 countries gathered 
in the capital of Romania, 
which has applied to join 
Nato. 

He said such a step would 
be “absurd" just when Day- 
ton was “beginning to show 
results". 


also said clarification of 
future rate was “now essen- 
tial" for investors. Foret gn- 
owned manufacturing 
accounts for more than half 
of manufacturing employ- 
ment 60 per cent of indus- 
trial output and 70 per cent 
of manufactured exports. 

The Irish exchequer has 
certainly benefited hugely, 
with corporate tax account- 
ing for close to a third of 
total tax take. 

But Irish officials maintain 


the tax regime has not 
resulted In displacing jobs in 
other EU states as 60 per 
cent of the foreign invest- 
ment has been of US origin - 
using Ireland as a base to 
target tbe EU. 

The conservative Fine 
Gael party said in May when 
in government that it 
wanted to keep a uniform 
1Z5 per cent rate until 2025 
- in a bid to provide some 
certainty for foreign compa- 
nies investing or thinking of 


Investing in Ireland. The 
nominal corporate tax rate is 
38 per cent. 

The current government 
led by the populist Fianna 
Fall party pledged in its elec- 
tion manifesto In June to 
reduce all corporate tax 
rates to 10 per cent .by 2010, 
In answer to Commission 
concerns its regime was "dis- 
criminatory”. 

Fianna Fail says it wants a 
“stogie low rate.” Commis- 
sion officials say the Irish 


are seeking approval for a 13 
per cent rate. The Commis- 
sion was on the point of con- 
ceding Dublin’s demand, but 
has now hardened its posi- 
tion. 

The dispute comes at a 
Hmn when the Commission 
is holding a series of meet- 
ings in an attempt to agree a 
voluntary code of conduct to 
stop the predatory use ctf low 
corporate tax regimes by 
member states. 

Ireland's larger worry is 
that Brussels is seeking to 
use the tax issue as part of 
the ongoing negotiations 
under way on the budgetary 
transfers Ireland receives 


under EU regional and other 
aid programmes, which Dub- 
lin Is keen to resist. 

“The days when Ireland 
could expect to provide an 
attractive tax regime and 
still get EU binding is com- 
ing to an end," a Commis- 
sion official said. 

Ireland receives more EU 
aid per head than any other 
member country. But the 
recent strong growth of the 
economy - averaging more 
than 5 per cent a year for the 
past 6 years - means Ireland 
will no longer qualify for 
some support from Brussels 
when the next financial 
round is negotiated. 


Hungary basks in economic health 


! By Anthony Robinson, 

East Europe Ecfltor 

Hungary has entered a 
virtuous circle of export and 
investment-led economic 
growth coupled with declin- 
ing inflation and a sharp fell 
in internal and foreign debt, 
Gyorgy Suranyi, president of 
the country’s National Bank, 
said in London yesterday. 

“For the first time, Hun- 
gary has export and invest- 
ment-led growth which, will 
not cause a deterioration in 
the external account or the 
fisrai balance, " he said. 

“Higher than expected 
growth of 4 per cent this 
year has been accompanied 
by a better than expected 
improvement in tbe foreign 


In an embarrassing setback far the 
Hungarian government the constitutional 
court yesterday overturned a goverameait 
plan to hold referendums on land ownership 
and Nato membership on November 16, 
Anatol Lieven reports firm Budapest. The 
government last night was engaged in 


urge n t talks with the opposition to an e ff ort 
to save the Nato referendum, viewed as 
crucial to Hungary’s negotiations to join the 
alliance. The court ruled that Hungary's 
present referendum law conflicts with the 
constitution and must be changed by 
parliament before December 3L 


trade account. 

At the same time, inflation 
continues its downward 
trend, while higher than 
expected earnings have been 
under-pinned by tbe fourth 
year of double-digit produc- 
tivity gains and higher per- 
sonal savings." 

Lower inflation, rapid pri- 
vatisation and high foreign 
Investment have combined 
to cat the net foreign cur- 
rency debt from $18.9bn in 


1994 to $l(L5bn by the end of 
July this year. The public 
Sector deficit has alw 
from 9.6 per cent of gross 
domestic product In 1994 to 
the 43 per cent expected for 
1997. 

“Inflation has fallen from 
an average 23 per cent in 
1996 to an expected 18 per 
cent this year and is expec- 
ted to Aw-iino further to 12 
or 13 per cent in 1998," Mr 
Suranyi said. 


With elections due next 
spring. Mr Suranyi warned 
that TWMfwfaining current 
tight fiscal and monetary 
discipline was essential to 
ensure a further reduction in 
foreign and domestic debt 
and inflation. 

This combination had 
helped to attract toe $l6bn 
In foreign direct investment 
which underpins improved 
exports and export-led 
growth. 


Mr Snranyi's presentation 
In London comes as Hun- 
gary is preparing the privati- 
sation of the remaining 25 
per cent tranche of the Hun- 
garian savings hank and the 
floating of a further tranche 
of MATAV, the telecoms 
utility, on the New York 
Stock Exchange. 

Noting the steady 
i mp ro ve ment in the duration 
and spreads on Hungarian 
bonds over the past two 
years. Mr Suranyi said no 
further borrowing was 
planned at present 
Hungary is at present pay- 
ing 50 basis points over Lon- 
don Interbank Offered Bate 
(Liber) for 5-7 year foreign 
currency deno minat ed bends 
issued by the National Bank. 


Turks buzz Greek minister’s aircraft 


By John Barham in Ankara 

Athens yesterday accused 
Ankara of escalating ten- 
sions in the eastern Mediter- 
ranean after two Turkish 
jets "harassed” the aircraft 
carrying the Greek defence 
minigtAT and his entourage . 

The Greek defence minis- 
try said two Turkish F-16 
jets buzzed the aircraft of 
Airis Tsohatzopoulos as it 
approached Cyprus, where 
Greek and Greek Cypriot 
forces are holding joint exer- 
cises. Two Greek F-4 fighters 
participating in the exercises 


intercepted the Turkish jets 
and the minister's aircraft 
landed safely on Cyprus. 

The incident follows 
Greece’s claim that Turkish 
jets violated Greek air space 
about 60 times on Sunday, in 
the mast serious confronta- 
tion since the two countries 
almost came to blows last 
year over control of two 
uninhabited islets in the 
Aegean. 

Greek and Turkish jets 
"engaged" in about 20 
instances on Sunday 
between Rhodes and Cyprus, 
where the Greek and Cypriot 


military exercises began on 
Friday. 

Turkey has denied it was 
seeking to disrupt the exer- 
cises, claiming it was simply 
monitoring the war gamas 
However, independent ana- 
lysts w orr y that a miscalcu- 
lation by a tighter pilot 
could trigger a • clash 
between Greece and Turkey. 

The incidents took place 
as Richard Holbrooke. US 
special envoy, held talks 
with Mesut Yiimaz. Turkey’s 
prime minister. Mr Hol- 
brooke said: “I was enor- 
mously impressed. He [Til' 


maz) laid oat his govern- 
ment’s position with clarity. 

Mr Holbrooke mediated 
between Greece and Turkey, 
ostensibly Nato allies, in 
January 1996, averting a con- 
flict, but has failed to build 
on that success. 

Washington says xelievtog 
tens ion in the Aegean would 
encourage both countries to 
reach an understanding over 
Cyprus. 

Talks between the Greek 
and Turkish communities to 
reunify the island, divided 
since Turkey's 1974 invasion, 
foiled in August 


■ MaJ Gen Annum Shahak, 
Israel's army commander. 
held faikg yesterday in Ank- 
ara with Gen Ismael Kara- 
dayi, his Turkish counter- 
part The armed forces of 
both countries have a flour- 
ishing relationship, with 
Israeli pilots flying t raining 
missions in Turkey, and 
Turkish airmen being 
trained in IsraeL 
Israeli press reports say 
Gen Shahak will try to con- 
vince Turkey to award a con- 
tract for 1,000 tanks to the 
makers of Israel's advanced 
Merkava ID tank. 
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By Tim Burt m Stockhobn 

Norway's ruling Labour party 
yesterday announced its widely-trailed 
resignation after a budget in which it 
I unveiled plans to invest an additional 
NKr73.4bo ($10.5bn) in the country’s 
government petroleum fund. 

Tbe increased investment in the fond 
- the Norwegian cash reserve designed 
to sustain government coffers after its 
oil reserves begin to run out - is expec- 
ted to be endorsed by a new centre- 
right coalition doe to take power at tbe 
end of the week. 

Labour agreed to resign after falling 
to achieve its self-imposed target of 36.9 
per cent tit the vote in last month’s 
parliamentary elections. 

In its valedictory budget statement, 
the minority Labour government pre- 
dicted the fund's assets would total 
NKr570bn by the turn of the century, 


and said state allocations to the fond 
would be increased to NKrll6bn a year 
by 2001- 

Earlier this year, the government 
announced plans to invest -part of the 
fund in international equities in a bid 
to increase its returns, which are 
expected to reach NKrS.ibo next year. 

Jens Stoltenberg, finance minister, 
said the government could afford to 
increase the size of the fund because 
net cash flaws from the oil industry 
were expected to rise from NKr85^bn 
in 1998 to NKTl&bn a year in 2001. 

He was speaking shortly before 
Thorbjora Jagland, the prime minister 
and Labour leader, offered his resigna- 
tion to King Harold V. 

to spite of the change of government, 
the coahtiort of the Christian People’s 
party. Liberals and Centre party is 
expected to embrace Labour^ .plans to 
allocate N&l2*2bd cf nexT. year’s; oil’ 


income to cover Norway's non-oil bud- 
get deficit. 

The new government is also likely to 
endorse most of Labour’s plans for 
higher public spending - including 
more foods for care of the elderly, men- 
tal health services and hospitals - and 
Its proposed increases in direct and 
indirect taxes by about NKr3.6bn in 
real terms. 

As part of that package, Mr Stolten- 
berg announced increases in the top 
and middle tax bands, and the aboli- 
tion of tax breaks on income from 
investments in shares. 

The budget proposals are forecast to 
lead to a cut In domestic dem an d 
equivalent to about 0.75 per cent of 
m a in land GDP, excluding contributions 
foam the oil and shipping industries. In 
total, the tightening of fiscal policy will 
equfil about 2.5 per cent of GDP mea- 
sured between 1994 and 1997'. 


Norsk Hydro prepares for 
showdown with Ukraine 

Company says it was unfairly ousted, reports Charles Clover 

N orsk Hydro, the Nor- what .it’s all about, they Last October, an Odessa tural. potential begins l 
wegian industrial want to renegotiate." said:. . court nullified the manage- flourish again; the counti 
conglomerate, is to Mr Gronlie. - ment. contract which gave- • might become -a hier marki 


N orsk Hydro, the Nor- 
wegian industrial 
conglomerate, is to 
sue tbe state of Ukraine over 
a project which some charge 
would give the company it' 
stranglehold on the fertiliser 
Industry in Ukraine's agri- 
cultural sector. 

Norsk Hydro says it was 
unfairly ousted from a joint 
venture to build a terminal 
which would load and 
unload phosphate In the 
Black Sea port of. Yuzhny, 
near Odessa. 

"This is building Into a 
major showdown.” said Odd 
Gronlie, vicepresident of 
Norsk Hydro’s Common- 
I wealth of Independent States 
■ division. “Bat I think tbe top 
management of Ukraine 
! wants to change the reputa- 
tion of the country. We feel 
support from the higher lev- 
els of the government.” 

Ukraine has been under 
siege recently over allega- 
tions of corruption and mis- 
treatment of foreign inves- 
tors. Foreign direct 
investment, as a result, 
remains quite low. 

But observers say it is pri- 
marily foreign companies 
that signed apparently 
favourable contracts early 
which are feeling the conse- 
quences. “They sign a con- 
tract and once they realise 


what .it’s all about, they 
want to renegotiate," said: 
Mr Gronlie. 

Norsk was officially:, 
expelled from tbe joint van-* 
ture last February, after a 
year and a half of conflicts 
with its joint venture part- 
ners and local authorities. It 
has since been replaced by 
Fedcominvest, a Russian 
phosphate-trading company 
based in Monaco, with a 


Last October, aa Odessa 
court nullified the manage- 
ment .contract which gave 
Norsk control of- the termi- 
nal Tbe man reason given 
was that th* venture would’ 
constitute a monopoly on 
the import and export of 
phosphate, out of which agri- 
cultural fertilisers are made. 

Norsk Hydro is the world's 
largest -supplier of fertiliser 
and controls 8 per cent of 


‘By controlling the terminal, ; 
Norsk Hydro would have the key 
to the fertiliser market’ 


non-controlling stake. 

Alexei Stavnitser, the pres- 
ident of Transtavest. one of 
Norsk's local joint-venture 
partnera, said the reason 
behind the Norwegian com- 
pany’s removal was that it 
had not even beg u n work cm 
the terminal 20 mnmthc after 
s igning the agreement. 

Norsk counters that they 
could not go ahead with the 
project because a stop order 
was Issued by local nm^is 
in Odessa after Norsk failed 
to receive a series of local 
permits. Obtaining the local 
permits was the responsibil- 
ity of the local partner, they 
say. 


the phosphate-based fertil- 
iser trade in Ukraine.- 

Controlling the port fa du- 
ties might give the company 
further leverage over the far- : 
Wiser trade m Ukraine; says' 
Oleg kutatiladze, Transtnvs 
est’s lawyer. '- ' ' . . L -. v. 

"By controlling the termi- 
nal, Norsk Hydro would 
have the key to the fertiliser 
market ■ in Ukraine,” Mr, 
Stavnitser -said. . 

At the nmbtedt * Ukraine 
exports, phosphate-based fer- 
tilisers- but in awriw rtmw 
when-tfie ’republic ’was -the- 
Soviet Baton's breadbasket, 
the? were used domestically. 
As Ukraine’s vast agricul- 


tural. potential begins to 
flourish again; the country 
might become a hig market 
for Imported t fertilisers, 
; which are c&baper to import 
by .sea rather than by. rail 
through Russia. 

. Mr Gronlie. said in an 
interview that controlling 
the port fatalities might help 
Norsk obtain market share 
in fertilisers, but added that 
the increase would be very 
minor. -- 
When asked, why the issue 
had not been considered 
before the; joint venture 
agreement was signed. Svet- 
lana Gonchar' of the Ukrai- 
nian,\Stale 'Property ’ Fund 
said: “The anti -monopoly 
committee had. -only just 
begun work in 1994. I don’t 
. think, they- looked at this 
very hard.” - 

; Mean whti ev- Mr Gronlie 

■ "calls the decision -by a Ukrai- 

■ ma k r court' ‘ id 'expel them 
invalid, becadSev their joint 
venture -contract stipulates 
that afl disputes 'are to be 
. handled, hf Norwegian .courts 
or in the International Court 

■ of Arbitration in Sto ckholm 
-j I^Thik country has a huge 

. potential, fer toLlWe would 
; -Invest more to 
'nkratae," sai&iJr Gronlie. 
"Bub riobodjjsto do business 
if they keep changing the 
rules." 
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NEWS: INTERNATIONAL 


Rival Kurds shatter ceasefire 


By Roui* Khaiaf in London 

Rival Kurdish tactions 
resumed -heavy fighting in 
northern Iraq yesterday, 
shattering a year-long cease- 
fire. . " . 

. The fighting between the 
Kurdish Democratic Party 
(KDP) and the Patriotic 
Union of Kurdistan (PUK) 
followed a breakdown in 
peace talks which were 
arranged by the US, Britain 
and Turkey. 

The talks were aimed at 
solidifying the ceasefire and 
keying Baghdad out of the 
Kurdish "safe haven" where 
a no-fly zone had been 
imposed by the allies after 
the Gulf war. 

Last year, fighting 


between the two sides led 
the KDP to seek Baghdad’s 
help to recapture the 
region’s administration capi- 
tal of Arbil, allowing Iraqi 
president Saddam Hussein a 
renewed role in the north. 

The Iraqi incursion pro- 
voked the US to retaliate 
with missile attacks on 
Iraq’s air defence systems in 
the south. 

The resumption in fi ghtin g 
marks a setback for US 
efforts to maintain a sem- 
blance of stability in north-' 
era Iraq. It coincides with 
rising tensions in the Gulf. 

The US has sent the air- 
craft carrier Nxmitz to the 
region ahead of schedule to 
strengthen air patrols over 
the southern Iraqi no-fly 


zone and deter President 
Saddam from committing 
any violations. 

The breakdown of the 
ceasefire also follows a Turk- 
ish incursion into northern 
Iraq against Turkish Kurd 
separatists who maintain 
bases in the area. 

Although the ceasefire in 
the north has been violated 
several times in the past 
year, a United Nations offi- 
cial in Baghdad said the 
attacks were "the most seri- 
ous in a year” and fighting 
was taking place on several 
fronts. 

Bach side accused the 
other of provoking the fight- 
ing. The KDP said a large 
PUK force supported by 
heavy weapons attacked sev- 


eral KDP positions in Zyarat, 
east of Shaqlawa, Kapki 
Hamad Agha, east of Hariri, 
and Qaare, north-east of 
Rawanduz, 

A spokesman for the PUK 
in London said that his 
party was rebuffing KDP 
attacks and had taken sev- 
eral KDP positions. 

An Iraqi opposition official 
speculated yesterday that 
since most of the fighting 
appeared to be taking place 
near Shaqlawa, which lies 
about 40km north of Arbil. 
the PUK may attempt to 
retake Arbil by cutting 
the KDP's lines of com- 
munications to the city, 
without attacking the city 
directly. 

The two Kurdish factions 


have been locked In a dis- 
pute since 1994 over control 
of the territories' administra- 
tion and. In particular, the 
revenues that accrue from 
trade across the border with 
Turkey. 

This is mostly Iraqi oil 
that crosses to Turkey on 
trucks. The west has turned 
a blind eye to the trade 
although it constitutes a vio- 
lation of UN sanctions on 
Iraq. 

According to diplomats, in 
six meetings which have 
been held over the past year, 
the PUK has demanded a 
share or the revenues, now 
controlled by the KDP, as 
well as the demilitarisation 
of Arbil and other cities, and 
the setting up of a coalition 



government to prepare for 
elections. The KDP argues 
that the talks should be 
focused on confidence build- 
ing measures before the 
main issues are tackled. 
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Commonwealth heads of 
government were- yesterday 
urged to put pressure on 
Australia to co-operate at 
International negotiations in 
December to fight climate 
change 


.. ’ V. 


Kazakhstan oil struggle breaks out 

The result has been shockwaves in the political arena, writes Charles Clover 


A report which had been 
commissioned by the UK 
government for the Com- 
monwealth summit later this 
month said the organisation 
could "make a crucial contri- 
bution to finding appropriate 
compromises between appar- 
ently lrreconciliable posi- 
tions'* ahead of the climate 
change talks to be held in 
Kyoto, Japan. 

The report said the prepa- 
ratory talks, for Kyoto were 
in “serious difficulty". 

Michael Grubb, the cli- 
mate change expert who co- 
ordinated the report, said 
the most useful thing the 
summit could do would be to 
"clarify” the stance of. Aus- 
tralia. 

It stood out among indus- 
trialised countries for oppos- 
ing plans, by industrialised 
countries to n^otiate reduc- 
tions in their pmiwrifms of 
greenhouse gases, including 
carbon dioxide frpm the con- 
sumption of fossil ftiels, he 
added.* 

The Commonwealth’s 
members range from small 
island states who fear they 
will sink into the sea as a 
result of climate change, to 
large developing nations 
such as India, which are 
coming under pressure to 
Join industrialised nations’ 
efforts to agree emission 
cuts. 

The report urged develop- 
ing nations to start discus- 
sions at Kyoto on a time- 
table for joining the fight 
against climate change. 
Editorial comment, page 17 


T he appointment of oil 
supremo Nurlan Bal- 
gimbayev as prime 
minister of Kazakhstan in 
place of his former rival. 
Akezhan Kaahegeldin. last 
week highlights a struggle 
over the oil sector and the 
political fallout from a 
macroeconomic stabilisation 
programme implemented by 
the previous government 
The political demise of Mr 
Kashegeldin and his govern* 
ment was most Immediately 
the result of a payments 
arrears crisis similar to 
those In many other post-So- 
viet economies. 

Hundreds of millions of 
dollars’ worth of wages and 
pensions have not been paid 
by budget organisations 
(ministries and committees 
financed by the central bud- 
get) In Kazakhstan, and Mr 
Kaahegeldin’s government 
faced accusations that it was 
simply using arrears as a fis- 
cal device to hold down bud- 
get deficits and meet macro- 
economic targets of low 
inflation and currency stabil- 
ity. 

Kazakhstan's President 
Nursultan Nazarbayev, 



addressing both houses of 
parliament on Friday, called 
the outgoing government's 
record "bleak" and said the 
top priority for the new gov- 
ernment in 1998 would be 
"prompt payment of wages 
and pensions by budget 
organisations”. 

Mr Balgimbayev. who is 
popular with western oil 
interests, will have to find a 
way to do this without 
resorting to inflationary cen- 
tral bank finance and with- 
out depending on privatisa- 
tion revenues to balance the 
budget 

Privatisation revenues 
have for the past two years 
made up for a chronic 15-20 


per cent shortfall in tax col- 
lection by the government, 
but most of the country's 
prime assets have already' 
been sold. 

Kazakhstan’s tax collec- 
tion shortfall is caused pri- 
marily by the oil industry' 
withholding taxes in a tit- 
for-tat struggle with the gov- 
ernment over control, as Mr 
Kashegeldin’s government 
has proceeded with plans to 
privatise it 

Already, most of Kazakh- 
stan's oil assets have been 
sold off, against the wishes 
of Mr Balgimbayev. 

- Mr Balgimbayev, 49, is eas- 
ily the single most influen- 
tial person in Kazakhstan's 


oil industry, having served 
as oil minister for two years, 
most recently as bead of the 
newly-created state oil com- 
pany Kazak oil. 

He plans to raise oil pro- 
duction from the current 
29m tonnes a year to 170m 
tonnes a year over the next 
20 years. 

The struggle over control 
of the oil industry reached 
its climax last November, 
when Sarybai Kalmurzayev. 
chairman of the State Prop- 
erty Fund, publicly accused 
Mr Baigimbayev's oil minis- 
try of appropriating SSQQm in 
oil revenues. 

The argument blew over 
when Mr Kalmurzayev 
declined to fur nish proof of 
this, though many observers 
feel both sides in the dispute 
simply called a truce. 

“This issue was never sat- 
isfactorily solved," said 
Galymzban Zhakianov, head 
of the watchdog Committee 
on Strategic Resources. 

Meanwhile, the central 
government has repeatedly 
requisitioned diesel fuel 
from oil companies to supply 
the country's tenners, alleg- 
edly without paying for it. 


The appointment of Mr 
Balgimbayev may be an 
attempt to smooth over ruf- 
fled feathers and "co-opt” 
the on industry. 

More worrying, though, is 
that this primarily economic 
struggle between the oil 
industry and the central gov- 
ernment has recently started 
to take on a regional charac- 
ter. 

Natives of the Caspian Sea 
oil region in western Kaz- 
akhstan routinely complain 
that the country lives off of 
their oil, but that they do 
not get enough representa- 
tion in the government Most 
members of the previous 
government were horn the 
eastern part of the country. 

One American oil com- 
pany executive last summer 
noted ominously that "many 
people in the Caspian Sea 
region seem to identify more 
strongly with Moscow than 
they do with Almaty". 

The appointment of Mr 
Balgimbayev, who hails 
from the Caspian Sea town 
of Atyrau, may be an 
attempt to address this gap 
in regional representation. 


NEWS DIGEST 


Israel frees 
more prisoners 

Israel yesterday released nine Arab prisoners and sent 
them to Jordan as part of a recent deal with the Hashem- 
ite Kingdom following a bungled Israeli assassination 
attempt in Amman on a leader of Hamas, the Islamic 
Resistance Movement. 

In addition to eight Palestinians and a Jordanian 
released yesterday, Israel has freed 20 other prisoners and 
is expected to release up to 50 more. Jordan returned two 
Israeli agents last week as part of the agreement 

Israeli opposition leaders yesterday criticised Benjamin 
Netanyahu, Israel's prime minister, for not attending a 
special session of the Knesset (parliament) convened to 
discuss the assassination fiasco. Michael EStan, Israel's 
science minister, who spoke on behalf of Mr Netanyahu, 
justified the attack, saying Israel had the right to wage 
war on terror groups wherever it pleased, including in 
Jordan. Meanwhile, the Israeli army said yesterday it 
planned to demolish three homes In the occupied West 
Bank belonging to families of Hamas suicide bombers 
who killed more than 20 Israelis in recent attacks. 

Axd MochMs, Jerusalem 

■ SATURN MISSION 


Cassini probe launch delayed 

The US space agency yesterday called off the planned 
launch of its controversial probe to Saturn because of 
last-minute technical glitches and strong high-level 
winds. Nasa's countdown commentator, George Diller, 
said it would be at least tomorrow before the space 
agency could try again to launch the nuclear-powered 
raarini probe. During the final hours of the countdown, 
ground controllers detected problems with launch pad 
equipment that tests batteries on Cassini's US Air Force 
Titan 4B rocket A possible problem was also found with a 
computer aboard the probe 

The towering 56-metre Titan was to place the (5,670kg) 
Cassini probe on a roundabout route to the ringed planet 
swinging by Venus twice. Earth and Jupiter before reach- 
ing its goal in July 2004. 

The probe's plutonium-power source generated calls 
from anti-nuclear protesters to scrap the mission, but 
Nasa and the Department of Energy, which fabricated the 
batteries, said there was no risk to the public should Cas- 
sini's rocket explode on launch. Reuters, Cape Canaveral 

■ LOCKERBIE BOMBING 


British concession on trial 

International observers would be welcome at any trial in 
Scotland of two Libyans suspected of carrying out the 
1988 Lockerbie airliner bombing, the UK government said 
yesterday. The concession was made by Scotland's Lord 
Advocate, Lord Hardie, during an International Court 
hearing on the case in the Hague. 

Libya is asking the court to quash attempts by the UK 
to extradite to two men and argues they should be tried in 
a neutral country or in The Hague. John Mason, London 


A cautious player with Egypt’s $23bn pension fund 


Mark Huband reports 
on plans to invest 
surpluses in a broad 1 
range of assets for the 
benefit of pensioners 

"Taboo” is becoming 
unfashionable among the handful 
of free marketeers breaking down 
resistance to the widening net of 
Egypt’s economic reform pro- 
gramme. With $23bn to invest, 
Mervat Telia wi has little time for 
the old mentality. But, charged 
with investing the state pension 
fund, she has replaced taboos 
with a mix of caution and market 
forces. 

The surplus of two of Egypt’s 
four pension funds is to be used 
for investment in a broad range of 


areas, from stocks to real estate. 
The fund will be the biggest single 
domestic source of finance to have 
been invested hi Egypt The aim 
is to raise the level of pensions by 
investing the fund, while also 
eliminating the state's contribu- 
tion, which increases at an annual 
rate of 10 per cent 

“Up until now, it's been off-lim- 
its to speak about using the fund, 
or to talk about investing it. 
That’s been the mentality, so the 
money has sat there and done 
nothing. 

“Now one should go slowly, and 
make clear how much the 
reserves are, and the level the 
government is paying to pension- 
ers," said Mrs TeUawi, Egypt’s 
ambassador to Japan until her 
appointment as minister for insur- 
ance and social affairs in July. 


Beyond the taboo of investing 
the population's nest-egg, her 
main technical problem is that 
nobody has any idea how much 
the state has been pouring in to 
the funds. 

The aims are, first, to elimi- 
nate the state contribution 
because the government budget 
can't afford it. This will be a 
major achievement, in part 
because nobody knows bow much 
the state is contributing each 
year," she said. Actuaries have 
been appointed to establish the 
true value of a sum likely to be 
enormous. 

The fact that the sum is 
unknown Is a mark of the disar- 
ray burdening some areas of state 
finances. “We're not convinced 
that all the figures being used are 
accurate, and they are all very 


rough figures," she said, though 
estimating that total state contri- 
butions to the funds now amount 
to between E£70bn-E£80bn ($20bn- 

$23-5bn). 

One such rough figure is that 
the overall value of the pension 
fund surplus, which has accumu- 
lated since 1985, is $23hn. Each 
year the various funds earn E£8bn 
from contributions. Payments 
amount to E£4bn, leaving an 
equivalent surplus. This surplus 
is accumulating a modest rate of 
interest at the National Invest- 
ment Bank, where it accounts for 
45 per cent of bank assets. 

“The level of investment of the 
funds has to be gradual, to gain 
experience of the market I need 
to have capacity building inside 
my ministry. Until I build my 
investment capacity, I will use 


existing capacity in the market, 
which is also a recent one,” said 
Mrs Telia wi 

As a sign of some unease over 
the capabilities of local Egyptian 
finance houses, the government 
has employed an unnamed British 
company to advise on the choice 
of Egyptian fund managers to be 
charged with investing the funds. 

Initial investments are likely to 
be in tranches of EfilOOm. How- 
ever, the ministry last week 
invested E£175m in a 10 per cent 
stake in the profitable Amreya 
Cement company, before even 
announcing the pension funds 
had become available. 

"Many have said the market 
can’t afford to take too m uch, that 
it would destabilise it We’re not a 
competitor in the market” Mrs 
TeUawi said. "I cannot play with 


thin money. I have to be very care- 
ful Hie normal degree of risk any 
normal player in fine market can 
afford, the pension cannot afford. 
It’s peoples’ money.” 

Investment is likely to be made 
in mutual funds, storks, new com- 
panies and real estate. Cairo 
financiers have applauded the 
decision to free the money. “I 
think it wQl have a tremendously 
positive impact on the market, as 
it will have for the pensioners 
themselves." said Mohammed 
Younes, chairman of Concord 
International Investments, which 
manages four mutual funds. 

Financiers assess the growth of 
the financial sector as central to 
the government’s ambition of ach- 
ieving 7 per cent annual gross 
domestic product growth, up from 
the present 4.9 per cent 


The power to create value 


On October 8, a $44 billion company took its place on the New York Stock 
Exchange. Based in Germany, VEBA is a world-class player on a world-class stage. 

You may not know us now, but you will. We manage a group active in 
the fields of electricity, chemicals, oil, trading, transportation, services and telecom- 
munications, concentrating on markets in which we are now, or have the potential to 
become, the #1 or #2 company. 


Our V stands for value. Believing that short-term gains must lead to long- 
term growth, we focus on maximizing shareholder value— tripling our share price over 
the last five years. 



Maybe it’s time you learned more about VEBA. For further information, 
you can reach us at VEBA AG, Corporate Communications, Bennigsenplatz 1, 
D-40474 Dusseldorl Germany. Telephone: ++49 (211) 4579-600, Fax: ++49 (211) 
4579-532, Internet http://listing.veba.com 

















NEWS: ASIA-PACIFIC 




Seoul court sentences president’s son to 3 years 


By John Burton in Seotd 

The youngest son of Kim 
Young-sam, the South Korean 
president, yesterday was 
sentenced to a three-year prison 
term and fined nearly $l.6m in a 
bribery and tax evasion case that 
has severely damaged the 
government 

The sentence was lighter than 
the seven-year term demanded by 
prosecutors. South Korean law 
calls for a maximum penalty of 
life imprisonment for tax evasion 


and five years for bribery. 

In anticipation of possible pub- 
lic criticism of the lenient sen- 
tence. the Seoul District Court 
said its "judges are well aware of 
many people's interest in this 
case, but the interest of the politi- 
cal community and the general 
public can not enter the court- 
room". 

The panel of judges "made their 
decision in accordance with the 
law and their own consciences" 
and had not accepted all of the 
charges against trim Hyun-chuL 


Mr Kim was convicted of accept- 
ing nearly $S.5m in kickbacks 
from bu sine s s men for arran ging 
state licences for a cable TV sta- 
tion and motorway fast-food fran- 
chise, while evading faxaa on a 
similar amount he received as 
gifts. 

The May arrest of Mr Kim. who 
was known as the "crown prince" 
because of his role as dose politi- 
cal adviser to his father, repre- 
sented an irreparable blow to the 
government already mired in 
other corruption scandals. 


The case damaged the credibil- 
ity of President Kim - who had 
come to office vowing to clean up 
graft - with his popularity mea- 
sured in single digits. The presi- 
dent’s son was tiled shortly after 
several top presidential associates 
were convicted in a bribes-for- 
loans scandal Involving the col- 
lapsed Hanbo steel group. 

Reverberations from Mr Kim's 
trial have also affected this year’s 
election of a successor to Presi- 
dent Kim, who is constitutionally 
barred from seeking annthr>r term. 


by increasing public disenchant- 
ment with those in power. 

Allegations that two sons of the 
gnBp ni Tnpnt presidential candi- 
date, Lee Hoi-cbang, had escaped 
compulsory military service by 
deliberately losing weight for 
their army m edical tests has 
harmed Mr Lee's campaign. He is 
third in opinion polls for the 
December 18 election. 

The ruling party has tried to 
capitalise on public anger over 
political corruption by accusing 
the presidential frontrunner, Kim 


Dae-jung who leads the centre-left 
opposition, of controlling a secret 
illegal $75m slush fond. 

But the allegations may have 
backfired on the ruling party, 
which is being criticised for mak- 
ing unsubstantiated charges and 
en gag in g in political mnd-slingtog 
in a desperate attempt to step the 
opposition leader. . 

Approval ratings for Qm Dae- 
jung have improved in the past 
week since the slush fond allega- 
tions were made, while those for 
Mr Lee have worsened. 


South Korea relaxes laws to boost stock market 


By John Burton 

The South Korean finance 
ministry yesterday 
announced a package of 
measures to boost the Seoul 
bourse, which has fallen to a 
55-month low. 

But analysts predicted the 
measures will have little 
impact beyond the short 
term in rescuing the stock 
market, which has been hit 
by a string of big corporate 


bankruptcies this year. 

The much-predicted moves 
included raising the foreign 
investment ceiling in a 
listed company to 26 per 
cent from 23 per cent on 
November 3 to increase mar- 
ket liquidity. In addition, 
capital gains tax exemptions 
win he granted to investors 
from Japan, Hong Kong, 
Germany, Singapore and 
Luxembourg to attract more 
foreign capital. 


Foreign investment in the 
state-run enterprises. Korea 
Electric Power (Kepco) and 
Pohang Iron & Steel (Posco), 
will be raised to 21 per cent 
from 18 per cent. Individual 
foreign shareholdings in 
listed companies will be 
increased by one percent a ge 
point to 7 per cent, with toe 
exception of Kepco and 
Posco. In a related 
development, the central 
bank also plans, to provide 


Won4,000bn ($4.37bn) to 
financial institutions this 
week in an effort to ease 
tight liquidity that has 
raised corporate interest 
rates to 12.6 per cent. 

Bat analysts said the mea- 
sures will not impress for- 
eign investors, who are wor- 
ried about the possibility of 
more corporate bankrupt- 
cies amid a sluggish econ- 
omy, raising interest rates 
and a faD in the currency. 


"We are caught in a bear 
market and we probably 
haven't seen the bottom 
yet," Richar d Samuel* 
son, branch manager for 
SBC Warburg in Seoul, He 
predicts a faD in the general 
share index to 550 before a 
recovery occurs. 

The bourse fell by 3-2 per 
cent yesterday to end at 613 
points before the measures 
were announced. The share 
index has dropped by more 


than is per cent in the last 
three months. 

Other analysts predicted 
the market-boosting steps 
will attract only 3500m in 
new foreign investment, 
only a fifth of that expected 
by the government. 

Domestic investors are 
also not expected to respond 
aggressively to the mea- 
sures since these have 
already been factored in 
recent share movements. 
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Unfinished business in Bangkok 

Ted Bardacke on the impact of a property market standstill on Thai banks 

T be skyline still gives 
the impression Bang- 
kok is eniovine a con- 


T he skyline stQl gives 
the impression Bang- 
kok is enjoying a con- 
struction boom. In spite of 
the burst in the property 
market bubble which largely 
precipitated Thailand's 
financial crisis, there are 
still scores of cranes lurking 
over unfinished buildings. 

But focus a bit more and 
the illusion comes apart. 
Many cranes simply do not 
move. Thailand's boom and 
bust has come so fast that 
some unfinished buildings 
are being abandoned. About 
20 per cent of new office 
space projected to come on 
the market over the next 
five years has been cancelled 
in the last six months, 
according to consultants 
Jones Lang Wootton. 

And that’s good news for 
developers, say property 
analysts. Bangkok's proj- 
ected oversupply problem 
may not be as bad as at first 
thought. Vacancy rates are 
falling in the office market, 
while the number of unsold 
condominiums in central 
Bangkok has also declined. 

But as Thailand today 
announces a long-awaited 
plan to restructure its creak- 
ing financial system, the 
unfinished buildings are a 
big problem. They have little 
chance of generating any 
revenue soon and therefore 
will eventually end up on 
the auction block. 

What will happen to collat- 
eral values is still largely a 
guessing game. Since Thai- 
land's economic crisis began 
in earnest at the beginning 
of the year, not one big prop- 


jland: look hard to 


burst bubble 



Modem office apace 

Bangkok central business district 


Average capital values 


Impact on capital funds of 20 per 
in property prices 


Average rentals 
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erty transaction in Bangkok 
has taken place. In spite of 
all the turmoil, or perhaps 
because of it, property prices 
simply have not fallen. 

“There are still no clear 
deals and therefore no base 
case." says Craig Plumb, 
director of research at JLW 
in Bangkok. “There are a lot 
of potential buyers. . . but 
instability in the currency 
market is not good for 
-action. Most [buyers] believe 
it is better to wait for asking 
prices to fall further." 

A few sales have been 
completed but only to 
related parties in deals that 


are a result of shifting assets 
within a diversified group - 
such as developer Ban 
Chang's sale of Glass House 
- or as part of a larger deal 
Last month Dhannala Group 
of Hong Kong bought a large 
stake in Seamico Securities, 
a local brokerage bouse, for 
Btl75m (34.8m) but only 
after Seamico bought a 
3,000sqm Bangkok property 
for Bt84m. a price described 
by Mr Plumb as "fair and 
reasonable" but certainly 
not a big discount 
What is clogging up the 
market is that sellers are 
reluctant to realise losses. 


Sales agents say that before 
the baht devaluation, buyers 
were generally asking Tor a 
30 per cent discount on the 
replacement cost of a build- 
ing and being rejected. Since 
then, some sellers have been 
willing to take that 30 per 
cent hit, but buyers now 
want a 50 per cent discount 
Developers have often 
been able to wait because it 
can take up to a decade for 
banks to foreclose on prop- 
erty. That may change soon, 
as a new bankruptcy law 
promised by the end of this 
year will give banks quicker 
access to collateral 


Thousands lose jobs in Chengdu 


By James Harding 
in Shanghai 

Tens of thousands of 
workers in Chengdu, a city 
in the south-west of China, 
have been made redundant 
this year after a series of 
state-owned enterprises have 
declared themselves bank- 
rupt 

People's Daily, the official 
newspaper of China's ruli n g 
Communist party, reported 
yesterday that 50,000 people 
in all bad lost jobs in the 
first half of this year in 
Chengdu.The report said 
21,000 of the state enterprise 
employees dismissed had 
found new jobs thanks to 
government assistance. 

The prominent announce- 
ment follows a pledge last 
month by President Jiang 
Zemin to speed up reform of 


loss-making state-owned 
enterprises, even at the cost 
of higher levels of unemploy- 
ment among state workers 
in the short term. 

A total of 16 state compa- 
nies in Chengdu, capital of 
Sichuan province, declared 
themselves bankrupt in the 
first eight months of this 
year, incurring 16,000 redun- 
dancies, the report said. 

Tbe official statement 
coincided with a report from 
a US-based human rights 
group which said police in 
Zigong, another city in Sich- 
uan, bad used force to break 
up a demonstration last 
week by state workers. The 
report was denied by Chi- 
nese authorities. 

Human Rights in China, a 
New York-based group, 
reported that roughly 300 
workers at the Number Two 


Radio Factory in Zigong 
gathered to demand pay- 
ment of wages that had gone 
unpaid for nearly one year 
and health expenses for two 
years. 

“Government authorities 
assembled 50 fully armed 
police and more than 200 
officers, who stormed into 
the protesters and used 
methods of force ... to break 
up the demonstrators,” 
according to Human Rights 
In China. 

Officials at the city gov- 
ernment in Zigong contacted 
by telephone yesterday 
denied knowledge of tbe pro- 
test. “The Number Two 
Radio Factory is a fairly 
good factory In Zigong. 
There is no wage problem. 
There is no delay in 
payment of wages," one 
said. 
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B anker s say they are will- 
ing to take losses on repos- 
sessed properties and flush 
them through the market 
because they are well-cush- 
ioned against a fall in collat- 
eral values. Most commer- 
cial hank* lend only 70 per 
cent of collateral value and 
value the collateral at about 
80 per cent of market 
rates. 

Bank also don’t accept 
accounts receivable as collat- 
eral and some older proper- 
ties they have managed to 
foreclose on have in fact 
appreciated in value, accord- 
ing to Michael de Santisste- 
ban, banking analyst at Soc- 
Gen Crosby. 

Mr Santiesteban therefore 
believes the better provi- 
sioned banks should be able 
to withstand a 20 per cent 
fall in collateral value with- 
out having to raise capital. 
ING Barings estimates the 
cushion could be as high as 
50 per cent 

A faD further than those 
levels, or if stricter provi- 
sioning requirements for bad 
debts are introduced today, 
alm ost all banks are going to 
raise capital. Already four 
middle-sized banks, Thai Mil- 
itary, Siam City, First Bang- 
kok City, and Bangkok Met- 
ropolitan, and a number of 
smaller ones have 
announced their intention to 
do so. 

For the top eight banks, 
Goldman Sachs expects 
recapitalisation to cost 
between $2.1bn and $5.8bn. 
Paribas Asia Equity puts the 
tab for the entire banking 
industry at $5.75bn. 


HK investors 
queue up for 
China Telecom 


By John Ridding 
in Hong Kong 

Undaunted by a tumbling 
stock market and the hum- 
bling of a former “red chip" 
darling, investors flocked 
yesterday to subscribe for 
shares in Ghina Telecom, the 
territory’s latest, and by far 
the bigge6t, mainland -hacked 
issue. 

“Hundreds of people were 
queuing for applications,” 
said an official at the Bank 

of fThina. 

The US$4 bn issue has 
prompted reminders of “red 
chip” fever, a buying frenzy 
which swept share Issues by 
mainland-backed companies 
earlier this year. It is seen as 
a test of investors' appetite 
for Chinese equity against 
the backdrop of a failing 
stock market and a sharp 
downturn in sentiment for 
many mainland listings. 

Shares in Beijing Enter- 
prises, which was more than 
1,000 times oversubscribed 
when it listed in May. fell by 
more than 13 per cent yester- 
day to the lowest point since 
its listing. The sharp decline 
was triggered by an uncon- 
firmed press report that Bei- 
jing's municipal govern- 
ment, the controlling 
shareholder in Beijing Enter- . 
prises, is considering estab- 
lishing another "window 
company" In Hong Kong 

That slide came amid a 


broader faD in toe red chip 
index, which lost more than 
6 per cent to close at 2,687. 
Tbe Hang Seng blue chip 
index extended its recent 
decline, losing L4 per cent to 
close at LMJ72. 

Despite these falls, invest- 
ment analysts cited strong 
support for the fihma Tele- 
com issue, which Is billed as 
the only vehicle for Invest- 
ment in the mainland tele- 
coms sector. 

“In toe grey market it is 
still comfortably ahead of 
the HKpgfin upper limit of 
tbe pricing range,” said one 
analyst “Relative to its peer 
group, and with the assets it 
has, I would much rather 
own this than many other 
red chips,” said Archie Hart 
director of equities at BZW 
Asia. 

Like an increasing number 
of commentators, however. 
Mr Hart is wary about the 
prospects for the red chip 
sector. “Institutions have 
become disiTinsinned Many 
bought these stocks on the 
prospect that red chips 
would secure cheap assets 
from the mainland," he says. 
“But in the past few months 
we have seen hardly any sig- 
nificant injections. Instead, 
they have been buying small 
stakes in second line Hong 
Kong companies.. Institu- 
tions figure they could do 
that themselves if they 
wanted.” 


surplus 
shows 
77% rise 

By Paid Abrahams in Tokyo 

Japan's current account 
surplus swelled year-on-year 
by 77.7 per cent to Y817.8bn 
($6,8bn) during August the 
fifth month that the politi- 
cally-charged measure of 

trade in goods and services 
has risen. The surplus 
reflected stuttering domestic 
demand and a continuing 
export surge, assisted by the 
yen's weakness. 

Tbe dire state of Japan’s 
domestic economy, which 
has hindered import growth, 
was underlined by a 4.7 per 
cent fall in private-sector 
machinery orders in August 
compared with July. 

The Nikkei 225 average of 
i parting stocks fell almost 1 
per cent to 17,303 on the 
news. This was its lowest 
level since August 1996. 

The data are likely to lead to 
renewed pressure from 
Japan's trading partners to 
ease fiscal policy in. an. effort 
to encourage domestic-led 
growth. Tbe ruling Liberal 
Democratic party Is expected 
to announce a series of mea- 
sures to stimulate the econ- 
omy next week. 

The package, which has 
been widely leaked, is not 
expected to include a loosen- 
ing of fiscal policy. Any cuts 
in corporate taxation are 
expected to be matched by a 
reduction in allowances and 
a possible broadening of the 
tax base. However, it will 
Include measures to create 
greater liquidity in the trour 
bled property market 

None of toe expected pol- 
icy changes is likely, even in 
the medium term, to stimu- 
late domestic demand or 
slow export growth. In 
August, imports rose only 
3.4 per cent while exports 
expanded 130 per cent 

Much of the export surge 
has been generated by the 
automotive industry. 
Exports of automotive prod- 
ucts gypandPri 4L3 per cent 
by value during August the 
sixteenth month they have 
risen. They were helped by 
the yen’s weakness against 
the dollar. The average dur- 
ing August was Y117.9 com- 
pared with Y107.75 a year 
before. 

However, Japanese auto- 
motive manufacturers are 
already taking measures to 
lessen the political impact of 
their export drive, in the US 
at least Takemune Kim ura, 
president of Mitsubishi 
Motors, yesterday said his 
company expected exports to 
North America to be flat in 
the 12 months to March 1998. 
Toyota is understood to be 
already holding back 
exports, particularly to the 
US. EU officials are con- 
cerned exports could be 
diverted to Europe. 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


In a critical address to the 
Communist party congress 
last month, Mr Jiang prom- 
ised China would speed up 
the reform of state-owned 
enterprises, leaving small 
and medium-sized busi- 
nesses to face either bank- 
ruptcy, merger or indepen- 
dent survival in China’s 
increasingly free market. Mr 
Jiang acknowledged that 
reform could be painful and 
result in increased redun- 
dancies. 

Beijing is determined to 
keep official urban unem- 
ployment below 4 per cent 
Li Boyong, labour minister, 
said last month that 
“although deepening eco- 
nomic reform will cause cer- 
tain pressure on employ- 
ment, it will by no means 
touch off social unrest.” 
Personal view. Page 16 


Yearly figures ere shown In Indsx form wtth the commo n bam year of 1885- Hie real exchange rate is an Index thRMfpwut: other quarterly and 
the percentage change aver the oorreapondteg period te the previous year and are positive unless otherwise stated. 

■ UNITED STATES ■ JAPAN ' 7 ■ GERMANY 


monthly figures show 


4th qtr.1996 
1st qtr-1897 
2nd qtr.1997 
3rd qfr.1907 

October 1996~ 

rtovetnuer 

December 

January 1997 

February 

March 

April 

May 

June 

July 

August 

S epte mb er 


■ UNITED STATES 


■ JAPAN 




- 

Prodousr 


uoa 

nn 

— 

Piedsnr 


un 

Jtsri 

tries* 

101.9 

Fkss 

9^6 

Grehgs 

102.1 

995 

85JD 

prion 

100.9 

pribn 

95J 

Greket 

101.4 

102.7 

1105 

105.6 

ioa7 

103B 

oa4 

78.1 

101 3 

32^ 

103.1 

ioao 

1220 

109.9 

103^ 

106 3 

1002 

71 n 

1023 

92.3 

1070 

900 

1310 

1155 

ioa5 

1093 

101 2 

74 a 

105.1 

94 2 

114.0 

• 980 

1230 

1215 

1135 

1133 

104.9 

73 2 

1003 

95.7 

120.1. 

99.7 

1002 

126.6 

116.3 

1173 

1004 

74.1 

111A 

960 

1242 

1030 

1132 

130-4 

117.7 

120.1 

1003 

74.0 

114X1 

950 

1250 

1120 

1140 

134B 

119-2 

123.1 

1082 

78.4 

115.4 

940 

1250 

1180 

1310 

137.8 

119-S 

12 a 5 

108.0 

74J 

1102 

92.6 

1204 

1105 

137.4 

141.7 

1222 

129.7 

1003 

807 

1109 

92.0 

1320' 

1150 

1303 

145^ 

125.4 

133J 

108.1 

73 3 

115.8 

91.3 

1350 

1130 

118.6 

32 

3U 

3^ 

-Oi 

74 2 

0.1 

-OO 

2J3 

-3.4 

114.0 

2 JB 

2.1 

3 £ 

-ai 

773 

ao 

-03 

52 

• -50 

1100 

2-3 

04 

22 


701 

i^ 

1.7 

23 

-40 

1142 


-0.1 



79.1 

1.7 




1170 

3.0 

ai 

3.3 

-OA 

74.2 

ao 

-02 

' 20 

-4A 

1146 

32 

3.0 

32 

-05 

73.6 

0.1 

-0.6 

20 

-30 

1140 

33 

22 

3.7 

-03 

75.0 

02 

-0.4 

1-4 

-20 

1103 

3H 

22 

ao 

-02 

784 

ao 

-OA 

90 

-6.8 

111.3 

3n 

22 

33 

ao 

704 

ai 

-03 

3.1 

-2.1 

109.1 

ZJB 

13 

43 

-02 

79.0 

ao 

-02 

2.7 

-60 

1093 

22 

02 

22 


79.3 

12 

13 

20 

-ai 

109 2 

22 

0 A 

3.0 


77.6 

1.4 

1.7 

20 

-5.1 

1144 

22 

-0.1 

2.7 


77.4 

13 

12 

ao 

-53 

1192 

22 

-02 

2.7 


703 

1.4 

13 



119.7 

22 

-02 



79.8 

1.B 




1106 


0.0 



79.5 

2.1 




114-4 





Una 

Coonrar 

ftwfaasr 


. • ten 


tries* 

renbgi 

costs 

990 

97.5 

1006 

103.8 

ioai 

950 

1070 

107.1 

101-4 

962 

1120 ■ 

■1060 

1042 

• 990 

117.1' 

1080 

1070 

101.0 

1230 

1102 

1100 

1004 

1310 

109.7 

1160 

1040 

1382 = 

115.4 

121.7 

105.1 

145.6 

1190 

125.1 

105.7 

1508 

111.7 

127.4 

1070 

1550 

1107 

1290 

107.1 


1090 

1 A 

-OO 


-40 

1.7- 

06 


-50 

io 

’ 1.1 


-4.7 

13 




io 

-03 

n.a. 

-30 

1-4 

-03 

itjel 

-49 

1.4 

-03 

' n jb. 

-49 

IO 

07 

aa. 

'. -40 

1.7 

06 

nu 

-70 

1.5 

0.7 

nji. 

-60 

1.4 

OO 

aa. 

' -50 

IO ■ 

1.1 

na. 

-40 

1.7 

1-4 

nj. 

-40 

IO 

1.4 

riA 


2.1 

to 

ruL 


IO 


iul 



■ FRANCE 


■ ITALY 


■ UNITED KINQDOM 


tVm*ssr 


U* 

. User 

Rsri / 

alas 

Mw 

area 

an 

99-4 

1040 

1020 

101 3 

102 2 

11lO 

1050 

102.1 

105.7 

118-4 

109.7 

1009 

1120 

125.6 

1120 

105.1 • 

1162 

134.7 

.1180 

1110 : 

1200 

1470 

1290 

'113.1 

1220 

1550 

1345 

1090.. 

1260 

1610 

1360 

952 ' 

1310 

1670 

.138.1;' 

930 ' 

142.0 

1722 

138.1 

900 

144.7 

1750 


1010 ^ 


4th qtr.1996 
1st qtr.1997 
2nd qtr.1997 
3rd qtr.1997 


De cem ber 

January 1997 

February 

March 

April 

May 

Jure 

July 

August 

September 


2.7 

2.4 

IO 

IO 

OO 

09 

12 

IO 

ag 

30 


104.7. 
1040 ■ 
1020 
; 101.1 

20 

'2.7 

2.7 

30 

2.0 - 
12 
1.0 .' 
1-4 ; 

•40 

4A 

42. 

' 47 
30 
■ 20 

990 

1050 

.108.3 

1110 

ao 

0.7 

io 

rwt. 

104.7 . 

22 

20- .■ 

.40 

40 

960 

20 

OO 

io 

P-a. 

104.1 

2.7 

2-1 

4.7- 

52 


. 20 

09 

io 

rua. 

1004 

23 

.io- 

5.1-:. 

40 

.1024 

20 

09 

30 

rva- 

1060 

22 

.13 

42 • 

/ 30 

1040 

2-4 

OO 

30 

aa. 

•1030 

■2.7 

: 12 

:• 40 , 

; a a 

106.1 

22 

OO 

40 

aa. 

1020 

. 20 

1.0 

43 

3.0 

ioao 

1.7 

OO 

30 

aa. 

1020 

2-4... 

,08 

40 -. 

- IO 

106.0 

1.6 

1.1 

30 

aa. 

1022 

20 • 

,1.0. 

-.43 ■ 

a? 

1070 

1A 

IO 

07 

aa. 

1010 

. 20 ' 

- .1.1 

44 J 

33 

1092 

1.6 

1.7 


aa. 

1014 

. 3-4 

10 

:30 

.22 • 

1141 

. 10 



aa. 

•100.8 

■oo- 

, IO '- 

— — 


1110 

1-4 



aa. 

•1012 .- 

• • 30 

1-4 , 

•' '• =' 


1090 




******* tar Gummy apply onl y to WeKam Gemary. Data supptea by PataroswBrfaWffA from nttontfl government andBrjoanaa. end 'by JP Mt^tan. New Yc*. 
P* ,IM, y r P**** ■?* P 1 * 8 **- im mnaonaly a^atett OS - Meted goods, Japm - matutecUred goods. Grnmrm - Induetrid^reOjcts, Fiace - 

ltdy - tad protticarprioa^ LK- m aniifactLredprocScta Ereitegstedax: noteeasotefiye(Susted;nileretoegtllnmh and twtv 

Un> tebour ooMk aaaaonaBy aflmted. measured *doo«Btlc«SS^ 0 Qmmy - nMng and 
mavtfa caring, oth er eainM m - manuffie&ring ted retry - Real exchange rata: & Morgan ml effective entange rare index versus 18-fndUEtrfef county curwKNB. yS for 

ctenge ri relative whdesato pnee of domesbc mareAchrea. A faD In the index mdcatas knfrowd htonatlaid confaetithmaa. wnenore, musma w 




1 W 


* i Viri-v*? 


Kv.'" ■ : >; 


? - --r'v.srt.' * 

P'S.": r 'jgk&r. 






‘.7 

Bfec- * *-• •/ 

V-cTVv*- ^ Jr- 'SF-t 


p&Nfjfvvi. • •• -v* irjR 

issi 


Ks-Ti'iS'rfea; 








■ ^ 




'• ..iv * 

" l '- -rsvsiSB 







7 







Ja Pai)', 


PWSSrti 




Sho 


iMwfr 

Pt'iBM 


?^-' the ;^P 3 U 


77%; 




)ptOa»l 




&■ 


... _ . ■< V.t ' 


<■••.*." . J : 3 .v.% 


■v . , ~ ; >r ; U‘. 


7 ' :- r ; • •- . .J . '•■«■• 11 


• 'i; ., '& 


ft HiaiMV 


L;*' ' k ~ *■ 




FINANCIAL TIMES TUESDAY OCTOBER 14 \997 * 



Pfcowfbmt has potential to selectively 
target a range of abnormal tissues in 
'the body, such as diseases like cancer 
or retinal abnormalities. 



In clinical studies, the PhotoPoim drug is 
injected and is subsequently retained by 
target cells. It remains inacthe until 
exposed to a specific wavelength of non' 
thermal red light. 



Light is directed at the target area. A 
small diodc'bascd system generates the 
light , and special devices deliver it ztithin 
the body or on its surface. 


Targeted cells are destroyed by an interac- 
tion benveen the drug and the light.wiih 
minimal known side ejfects. Photo Fbint, 
now in clinical trials , is being developed 
as an outpatient procedure 


mm 


■•in ri 1 1 1 1 Him ,ii 1 1 limn, 1 1 1, „ „„„„||, 1 „„„| ll1 , l , .n,iiiiii,ii«iiiiiii| ((< , 1 ||,, 1 , lltl i 1 i 11 ,i M , 1 ,iniiiiiiiiiii.i 





IMAGINE “INTELLIGENT” DRUGS THAT COULD 


TELL SICK CELLS EROM HEALTHY ONES, AND THEN 


SELECTIVELY DESTROY THE TARGETED ONES. 



From earliest practitioners, 
medicine has sought not just 
effectiveness but precision; to 
treat disease with minimal effect 
on healthy tissue. 

To a doctor, the holy grail is 
selectivity that virtually gets 
down to the level of the cell. 

Today, there is an emerging 


procedure that gets tantalizingly 
close to this dream. 

This is the vision of PhotoPoint^ 

a dramatic new medical procedure 
being developed by Miravant. It 
may give the medical practitioner 
a high degree of selectivity and 
control in a minimallv invasive 


procedure. 


PhotoPoint may have appli- 
cation for a wide range of con- 
ditions ranging from cancers to 
eye diseases, and is now being 
tested in preclinical and clinical 
studies in the U.S. and inter- 
nationally 

Through our strategic alliances 
and corporate partners, we are 


building a leadership position 
for the marketing of PhotoPoint 
drugs, light-producing, and light 
delivery devices. 

And through Miravants 
experience in defining precise 
dosimetry we may bring a new 
level of precision to the treat" 
ment of disease. 


Leam more about Pboiofbim'and Miravant (Nasdaq: MRVT) at www.miravam.com, or call us at 805-685^880. 
The company's products require regulator approval before marketing. 


Miravant 
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NEWS: THE AMERICAS 


VOW ON LATIN AMERICAN INTEGRATION 

Clinton praise for 
region’s democracy 


By Raymond Cdltt 
in Caracas 

President Bill Clinton 
yesterday praised Latin 
America’s advances in 
strengthening democracy 
and market economies, and 
promised to renew US efforts 
to push ahead with regional 
integration. 

His speech in Venezuela, 
at the beginning of a week- 
long trip through South 
America, was intended to 
showcase the benefits of 
trade with Latin America 
and address concerns in the 
US Congress over the 
region's readiness for trade 
pacts with the US. 

“Every nation in the 
Americas but one has 
embraced democracy, giving 
its people a vibrant free 
press, free elections and the 
rule of law. Decades of coups 
and bloody civil wars have 
given away to the peaceful 
transition of power, s tifling 


command economies have 
been replaced by free mar- 
kets ” said Mr Clinton. 

In an apparent allusion to 
US congressional concerns 
about authorising fast-track 
trade negotiations, Mr Clin- 
ton also highlighted the 
efforts of Venezuelan Presi- 
dent Rafael Caldera in the 
fight against corruption and 
drugs. The US administra- 
tion wants fast-trad; to pur- 
sue trade pacts with Chile 
and then other South Ameri- 
can nations. 

1 am seeking the fast- 
track negotiating authority 
from Congress that every 
American president has ha d 
for over 20 years so we can 
work with our partners to 
open markets, create jobs 
and raise living standards 
for all,” said Mr Clinton. 

In press briefings to US 
journalists accompanying 
Mr Clinton, cabinet mem- 
bers underscored the close 
and beneficial trade links 


with Latin American coun- 
tries. 

“For every l per cent 
growth in Latin American 
economy, US exports are 
over $5bn in terms of goods 
and services to Latin Amer- 
ica, and those support 
100,000 jobs in the United 
States,” said Federico Pena, 
US secretary of energy. He 
pointed to the large invest- 
ment opportunities for US 
oil companies in Venezuela. 

Oil giants, including 
Exxon, Texaco, and Mobil, 
are part of a $30bn oil 
advance into Venezuela. 

The US has emphasised 
that Venezuela is its main 
supplier of oil, and through 
its state oil company Petro- 
leos de Venezuela (PDVSA), 
the seven th-largest investor 
in the US. Venezuelan 
exports to the US are approx- 
imately $l3bn. 

For Venezuela, Mr Clin- 
ton's 28-hour stopover was a 
welcome recognition of its 
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Valley leads 
moves to 
leave LA 






Bill Clinton is welcomed by Venezuelan schoolchildren in Caracas 


status as the region’s princi- 
pal energy supplier. But the 
two countries failed to reach 
a final agreement on invest- 
ment protection and double 
taxation, pledging to 

mnHmia talks 

The US had linked the 
talks to Venezuela’s progress 


on intellectual property 
right protection, on which 
Caracas asked to be recog- 
nised for what it called a 
“best effort”. “A double tax 
treaty Is important but 
Implies a series of conditions 
vital to our national, inter- 
ests,” said Mr Caldera in an 


interview. 

The rewards of hardship 
and reform. Mr Clinton told 
a crowd in Caracas in refer- 
ence to recent austerity mea- 
sures, “will pay off in more 
jobs, higher income, and bet- 
ter prospects for your chil- 
dren in the coming century.” 


Hispanic- American growth ‘underestimated’ 


By Bruce Clark 
in Washington 

The purchasing power of 
Hispanic-Americans is likely to tre- 
ble by the year 2010, and the com- 
munity's rate of expansion has 
been underestimated by marketing 
experts, politicians and sociolo- 
gists, said a report issued yester- 
day. 

The report by the Aspen Insti- 
tute, a non-profit think-tank, said 
the country's 7.6m Hispanic house- 


holds consumed about $323bn a 
year, and the figure was likely to 
reach $965bn In 12 years. 

The study warned of a growing 
backlash among an agein g popula- 
tion of white, English-speaking citi- 
zens unless more was done to pro- 
mote die ideal of harmony across 
linguistic and racial barriers. 

“As diversity grows, so will the 
number of US citizens from all 
w alks of Ufe and all racial and eth- 
nic groups who feel threatened and 
blame each other for what they 


perceive to be the downsides of 
change,” said Harold Hodgkinson, 
the report’s main author. 

As evidence for a more general 
mood of pessimism, he cited an 
opinion poll showing that 60 per 
cent of Americans believed the 
next generation would be worse 
oft 

By the year 2050, His panics 
would account for a quarter of the 
US population at 96m on current 
demographic trends. With steady 
rises in the Asian- American com- 


munity and those of mixed race, 
there would no longer be a white 
majority in the country. 

Immigration from Latin America 
and Asia was one of the few factors 
likely to save the country from the 
prospect of a decline in papulation, 
which might otherwise start 
around 2020, the report found. 

It said the birth rate among the 
white community was 1.7 children 
per female citizen, against 3.4 
among His panics and 2.8 among 
African-Americans. A rate of 2.1 


was necessary as necessary to 
maintain the population over time. 

Sol Trioillo, president of the Den- 
ver telecoms company US West 
Communications and one of the 
report’s sponsors, said it was a 
“can to action” by business, adver- 
tising and the media. 

“The Challenges of Change ” by 
the Aspen Institute. Available from 
the Hispanic Policy Development 
Project, 1001 Cometicut Ave, North 
West, Suite 901, Washington DC 
20036 


By Christopher Partes 
in Los Angeles 

Efforts to establish 
break -away cities In Calif- 
ornia. which could rob Los 
Angeles and other estab- 
lished centres of vital tax- 
raising and spending powers, 
have been given fresh impe- 
tus by a law signed into 
effect at the weekend. 

The l eg i sl a t ion, overturned 
a 20-year-old statute which 
gave city councils power to 
veto so-called detachment 
applications regardless of 
voter opinion. 

Activists in the San Fern- 
ando Valley, a sprawling 
suburban area in the north 
of LA, yesterday started 

- planning a S8C8SSiOD petition 

which would cut links with a 
city hail administration 
which they say has consis- 
tently neglected their needs. 

Their campaign reflects 
popular concerns elsewhere 
in the US that often 
depressed inner-city areas 
absorb too much revenue 
and a dminis trative atten- 
tion. 

Some critics claim such 
attitudes represent a new 
variant of “white flight”, 
which created new suburbs 
and emptied out city centres 
nationwide in the 1960s and 
1970s. 

They also point out that 
the fragmentation of author- 
ity is likely to make urban 
problems, such as the estab- 
lishment of workable mass 
transit systems, harder to 
resolve. 


The middle-class valley, 
plain source of the pressure 
for change, is home to about 
1.3m of LA’s 3.6m residents, 
and viewed by city authori- 
ties as vital to the city's 
financial well-being. A suc- 
cessful breakaway would 
create the sixth largest city 
in the ' nation. 

Despite the secessionists' 
apparent victory, backers of 
the bill stressed many obsta- 
cles remained, and Pete Wil- 
son. state governor, said that 
although the law permitted 
detachment tt did not make 
it any easier. 

Tam Mcdintock, a Repub- 
lican assemblyman, who 
started bis campaign for 
change in last year's, legisla- 
tive session, said the “funda- 
mental right of self-gover- 
nance had been restored." 

Mr Wilson clamed the law 
marked a return to majority 
rule and self-determination. 

However, the legislation - 
which was opposed to the 
end by the League of Calif- 
ornia Cities — may at least 
give suburbs a stronger 
voice in urban affadrs. 

The main obstacles to 
secession, which has struck 
chords in other parts of LA, 
including Vendee and 
Westchester, include the 
need for separate majority 
votes in favour from, both 
the would-be new' city and 
Log Angeles as a whole. - 

The new administrative 
area and the rump of the 
original city would also be 
required to pass the test of 
financial viability. 
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When Megan Jones isn't in her seat at Tottenham Hotspur, 
she’s wiring seats for Boeing. Megan is an electrician 
for Brim Rumbold in Camberiey who make first class 
passenger seats for Boeing planes. She is fully qualified to 
wire a complete Boeing plane from nose to tail. Boeing 
has been working with European experts like Megan and 


their companies for over 30 years. For one simple reason; 
we want to work with people who are best at what they 
do. Of course, building an airplane is a massive enterprise. 
It takes teamwork on a grand scale. Many individuals, many 
companies, many countries. But working together, we can 
do almost anything. 
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Fulfilling Our Commitment 


The Swiss banks are achieving significant progress towards 
resolving the issue of dormant World War II- era accounts in a fair 
and open manner. 


Our major initiatives to date include: 


I Identifying Dormant Accounts 

The Swiss banks are committed to identifying all accounts that could have 
belonged to victims of Nazi persecution. 

In addition to conducting their own search for dormant accounts, 
the Swiss banks are providing complete access and assistance to 
hundreds of forensic auditors working for the Independent 
Committee of Eminent Persons, chaired by Paul A. Volcker and 
comprised of prominent Jewish and Swiss leaders. 

■ Helping Needy Holocaust Survivors 

The Swiss banks are committed to helping needy Holocaust survivors. 

Earlier this year, the three largest Swiss banks, Credit Suisse, 
Swiss Bank Corporation and UBS, contributed 100 million Swiss 
francs ($70 million) to establish a special fund for -victims of 
die Holocaust. Other Swiss banks and Swiss industry have since 
contributed an additional 80 million Swiss francs ($55 million). 
With a. pledge of 100 million Swiss francs from the Swiss 
National Bank the fund now has a total of 280 million Swiss 
francs ($194 million).: The Fund's board consists of representatives 
of Jewish organisations and private Swiss citizens and is chaired 
by Rolf Bloch, leader of the Swiss Jewish community. Proceeds 
from the Fund will soon be distributed to Holocaust survivors 
in Eastern Europe. 


Publishing Dormant Accounts 

The Swiss banks are committed to publishing dormant accounts. 

In July, the Swiss banks published an initial list of World War II- 
era dormant accounts of non-Swiss customers in newspapers 
around the world and established an Internet site. The Swiss banks 
also established five international contact offices staffed by 
representatives of the accounting organisation of Ernst & Young 
which was engaged to help rightful owners file claims. 


■ Creating An Expedited Payment Process 

The Swiss banks are committed to returning assets to their rightful owners 
quickly, easily and without cost to claimants. 

To accomplish this objective, the banks have established a cost- 
free, expedited payment process, which is being supervised 
by an independent, international panel operating under relaxed 
standards of proof. Claims from the July list are now being 
processed and payments will be made shortly. 

This progress demonstrates the seriousness of the Swiss banks 
which are among the first to address and to resolve this complex 

issue. 


New Information Available 

On October 29, the following World War II-era 
accounts will be published: 

32 Dormant passbooks and savings accounts 
of non-Swiss citizens. 

H Dormant accounts of non-Swiss citizens 
that have been identified as a result of the 
Swiss banks' ongoing search. 

£5 Dormant accounts belonging to Swiss 
citizens. 

Call Our Contact Offices 

If you wish to review these lists, please fill 
out the Information Kit Request Form and mail 
it to the nearest Ernst & Young contact office 
listed below. You will receive an Information 
Kit that includes the lists, fully describes 
the claims process, and explains how to file 
a claim. 

e Ernst & Young LLP Dormant Accounts 
R Q Box 1880, Radio City Station, New York, 

NY 10101-1880, U.S. A.,TeI.+l 2123440610 

S 2 Kost Levary and Forer, Dormant Accounts 
2 Kremenetski Street, Tel Aviv, Israel 67899, 

Tel. +972 3 623 2559 

B ATAG Ernst & Young, Dormant Accounts 
Aeschengraben 9, R QBox 2149, CH-4002 Basel, 
Switzerland, Tel.+41 61 2720811 

m Ernst & Young Kft, Dormant Accounts 
1146 Budapest, Hermina (A 17, Hungary, Tel. +36 1 343 5117 

& Ernst &Young, Dormant Accounts 
The Ernst & Young Building, G. R O. Box 2646, Sydney, 

N. S. W. 2001, Australia, Tel. +61 2 9248 5736 

If you have already received an Information 
Kit from Ernst & Young, an updated kit will be 
mailed to you automatically. 

Use Our Freephone Number Or Web Site 

If you have any questions or need assistance, 
please call the following Freephone number: 

0800-731-0451. 

You can also search for dormant accounts 
and review other pertinent information at the 
Swiss Bankers Association's Internet site: 

http://www.donnantaccounts.ch 

i r 

Information Kit Request Form j 

I 

Please send me information about the Claims Process: I 

Name 1 

I 

Street [ 

Town County Postcode j 

I 

Country I 

I 

Daytime Phone: I 

Please specify preferred language; 


1 □ English □ Yiddish □ Hebrew □ German □ Spanish • 

I □ Czech O Hungarian □ Italian □ Polish □ French i 

J □ Portuguese □ Romanian □ Russian □ Bulgarian □ Dutch ! 

! J 
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NEWS: WORLD TRADE 


NEWS DIGEST 


Seoul chooses 
French missile 


US and EU try to square sanctions circle 

American attempts to curb ‘rogue’ states are causing a rift with Europe, writes Guy de Jonquieres 


U S and EU negotia- 
tors meet In Brus- 
sels today In a race 
a g ains t the dock to prevent 
the most mBnaring transat- 
lantic trade conflict for years 
erupting into open war. 

Tomorrow evening, a frag- 
ile trace is due to expire In 
their dispute over the US 
Helms-Burton anti-Cuba law 
and the Iran-Libya sanctions 
act (Esa), The laws, mac*** 
last year, aim to tighten 
pressure on what Washing- 
ton calls rogue states by 
penalising foreign companies 
that Invest In them. 

The EU and US called the 
truce in April, when they 
gave themselves six months 
to hammer out a set tlemen t 
But this week’s meeting Is 
expected to yield little more 
than an agreement to pvtpnd 
the deadline. 

Although the two aides 
have narrowed some differ- 
ences, they remain far apart 
over a US riFmnnrj for inter- 
national action, to stop com- 
panies profiting from Ille- 
gally confiscated assets. The 
EU Is prepared to accept a 
ban on future ex p ropriations 
- but is resisting US Insis- 
tence that It also cover past 
ones. 


South Korea yesterday announced that it had chosen 
muce s Mistial portable anti-aircraft missile system 
rather than rival bids by the US Stinger and British Star- 
'S??* systems. The French contract, valued at Won2S0bn 
ll0 ?° represents an effort by Seoul to 

^ foreign technology and reduce its dependence on US 
suppliers as it develops its own arms industry. 

Although the Mistral is twice as expensive as the 
Stinger, Matra-BAe Dynamics, its contractor, is believed 
to nave offered more generous technology transfer terms 
ft ™ ** 5 rc yiffltQrs. South Korea is planning to develop 
Its own portable anti-aircraft missiles based on Mistral 

technology. It is the second Korean order for the Mistral 
missile In the last decade. 

South Korea now buys four-fifths of its weapons from 
theUS. but has complained about technology transfer 
restrictions imposed by Washington. Seoul had shown 
increased wi llingn ess to procure arms from other nations 
despite worries about the compatibility of weapons used 
b> South Korean and US troops stationed there. Seoul is 
expected to decide by 1999 whether to purchase the US 
Patriot air defence missile or the S-300 system offered by 
Russia, while it is reviewing US. Russian and French air- 
craft for its next-generation fighter. John Burton, Seoul 


BA-AMER1GAN ALLIANCE 


Congress plea to Van Miert 


Twenty-five members of the US Congress have urged 
Karel Van Miert, the European Union competition com- 
missioner, not to be too harsh on the proposed British 
Airways- American Airlines alllanrg. in a letter to Mr Van 
Miert, the 25 said; “Authorities from the US, UK and EU 
must be careful not to make the terms under which this 
allian ce can go forward so onerous that the parties walk 
away instead." The group said they would also he writing 
to the US and UK governments. 

The 25 said approval of the alliance would be a/wimpan . 
ied by a UK-US “open skies" agreement which would 
increase competition. The letter said: “The review of the 
proposed alliance needs to be expedited in order to final- 
ise a landmark open skies agreement between the two 
countries." Michael Skapinker, Aerospace Correspondent 


Agreement has also yet to 
be struck on EU dftirwndff 
that the US exempt Euro- 
pean companies from sanc- 
tions under Helms-Burton 
and Usa, and forswear fur- 
ther extra-territorial legisla- 
tion. 

As a result, the priority for 
both sides this week will be 
somehow to show that 
enough progress has been 
achieved to justify continu- 
ing their negotiations - and 
avoid resorting to force. 

Brussels needs a politi- 
cally credible reason to post- 
pone reinstating its chal- 
lenge to Helms-Burton in the 
World Trade Organisation. 
The EU suspended the case 
in April, but threatened to 
revive it if no settlement was 
reached with Washington by 
now. The US administration, 
far Its part, needs to justify 
to Congress President Bill 
Clinton's repeated decisions 
to suspend application of 
Helms-Burton. 

However, hopes that an 
extension of the *aTkq might 
eventually lead to a break- 
through were dealt a serious 
setback this month when 
Total, the French energy 
group, signed a $2bn gas con- 
tract with Iran. The project 


- which also involves Gaz- 
prom of Russia and Petronas 
of Malaysia - is in defiance 
of lisa, which calls for sane- 
tians on foreign companies 
investing more tium in 
Iran's energy industry. 

The EU has said US sanc- 
tions on European compa- 
nies under Usa could trigger 
res um ption of its WTO com- 
plaint against Helms-Burton. 
That would sharply escalate 
the confrontation with 
Washington, which 
the WTO has no jurisdiction 
over the anti-Cuba law. 

The State Department has 
opened an investigation into 
the Total deal, but is expec- 
ted to spin it out while seek- 
ing a diplomatic solution. Its 
efforts focus on a danse in 
Usa which entitles the US 
president to waive sanctions 
on 'countries which have 


acted to deter Iran from 
engaging in terrorism and 
accumulating weapons of 
mam destruction. 

But although Washing- 
ton's conciliatory signals 
have bought time, both sides 
appear to have boxed them- 
selves into positions from 
which it will be hard to 


President Clinton said 
only last m onth that the EU 

had not yet done enough to 
qualify for a waiver. But the 
US has not spelled out what 
more it wants the EU to do - 
not least because that would 
risk prompting European 
governments to dig in their 

heels. 

“The situation is incredi- 
bly delicate,” says a Euro- 
pean diplomat. “We have 
already moved as for as we 
can to put pressure an Teh- 


ran. If there is any hint the 
US is bullying Europe into 
doing more; as the price for 
settling the sanctions con- 
flict, the French and other 
governments will go ber- 
serk.” 

Some advisers to Sir Leon 
Brittam the trade commis- 
sioner, are urging him to 
seize the US olive branch, 
saying the EU must give 
Prudent Clinton the argu- 
ments he needs to persuade 
Congress to go along with 
sanctions waivers. But oth- 
ers are more hawkish, argu- 
ing that it not izp to Europe 
to make concessions to solve 
a problem of US making. 

One way out of the 
rHTgmmg might be to pursue 
a solution outside the frame- 
work of trade negotiations - 
possibly in the regular talks 
between the US, Europe and 


Iran airline buys two Airbuses 


Iran Asseman Airlines, the country's second 
largest state carrier, has signed a contract 
to buy two Airbus Industrie aircraft for 
940m, Reuters reports from Tehran. “The 
aircraft win he delivered next year,” said 
Ah Abedzadeh, the company's managing 
director. 


Aw wnim had also bought two ATR-72 
aircraft and was negotiating to buy more 
from the Franco-Itahan company, he added. 
ATR ( AvSons de Transport Regional) is a 
joint ve n t u re between France’s state-owned 
Aerospatiale and Alenia, a unit of 
Finmeccanica, the Italian defence group. 


pnada on security policy 
towards Tehran. But even if 
that created more common 
ground, it could be difficult 
to present any movement by 
Europe as .& spontaneous ini- 
' tiative, and not as ca p i tula- 
tion to US pressure: 

Furthermore, the dock is 
ticking. The El7s WTO case, 
its strongest lever on the US, 
expires in April. The Organi- 
sation : for - Economic 
Co-operation and Develop- 
ment is due to conclude that 
month a draft treaty on 
direct Investment rules, 
which is supposed to 
enshrine a settlement , of the 
US-EU dispute on Helms- 
Burton and Osa. 

In May, President Clinton 
win visit Europe for the G7 
and US-EU summits,, and 
may attend a WTO ministe- 
rial conference. Failure to 
resolve transatlantic trade 
differences could poison the 
atmosphere at all these 
meetings. "That means the 
spring is. the 'last opportu- 
nity far a deal," says a Euro- . 
pean diplomat. “But right 
now, I can't see how we can 
get one, unless Fidel Castro 
obligingly drops dead, or 
Tehran is suddenly over- 
come by sweet reason.” 



Brazilian I Pirate 


, .. . ... 


MEXICAN PRIVATISATION 


Three to bid for satellites 


Three groups registered yesterday to bid for the privatisa- 
tion of Mexico's satellites. The bidders are GE American 
Communications, a subsidiary of General Electric, in part- 
nership with ControISat, a Mexican company; PanAmSat, 
a US satellite operator, with Industries Petioles, a Mexi- 
can mining group*, and Loral Space and C ommuni cations 
of the US with Telef&nica Antrey, a small Mexican tele- 
communications company. 

The sale of the government’s 60 per cent stake in 
Mexico's three satellites is expected to raise several hun- 
dred million dollars because of a protocol signed last year 
between the US and Mexico which permits each country 
to beam satellite television to the other. The winner, to be 
announced in early November, will be given the option of 
acquiring a further 15 per emit of SatMex. 

The government's remaining stake will be sold an the 
stock market. Leslie Crawford, Mexico City 
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The Huangpa River shipyard at Shanghai: China's biggest yard is to be built in the city 


China aims to 


double share 


of shipbuilding 



By Jamas Harding hi Beijing 




China aims to double its 
share of the world shipbuild- 
ing market over the next few 
years, following approval of 
plans to build the country's 
largest shipyard in Shang- 
hai. 

The shipbuilding centre, 
due to be completed around 
the year 2000, will cost 
Yn4.71bn ($S68m) in its first 
phase and add the capacity 
to produce 19m dw tonnes of 
vessels each year. 

China is the world’B third 
biggest producer of ships, 
taking a 5 per cent share of 
the international shipbuild- 
ing market which Beijing 
hopes win have increased to 
10 per cent by early next 
century, Chinese govern- 
ment nakmlqtl nnB show. 

The expansion In produc- 
tion capacity coincides with 
a restructuring in China's 
state-owned shipbuilding 
industry, intended to 
increase efficiency and lift 
exports. 

Xu Penghang. recently 
appointed president of the 
China State Shipbuilding 
Corporation (CSSC), said the 
company planned to form 
“internationally competitive 
groups through me r gers and 
acquisitions”. 

CSSC is China's leading 
shipbuilder, awning 100 sub- 


sidiaries and shipyards and 
accounting for the majority 
of Chinese shipbuilding 
capacity- But the industry is 
split into 1,375 smaller build- 
ing and repair companies. 

Mr Xu said CSSC aimed to 
combine these resources to 
create large shipbuilding 
units, but will attempt to 
stay focused on competency 
and technical capability. 

The Shanghai shipyard, 
now approved by the State 
Council, China's cabinet, is 
intended to boost the com- 
petitiveness of the industry 
for what officials expect will 
be a “head-on battle for mar- 
ket share”. 

Last year, CSSC recorded 
export earnings of jl 9 b n , as 
85 per cent of the L9m dw 
tonnes of ships produced 

were sold to overseas buy- 
ers. £q the first eight months 
of this year, the proportion 
and volume of CSSC exports 
has risen further. CSSC has 
orders for 5m dw tonnes of 
shipping, which will take 
until 1999 to complete. 

The shipyard, to be built 
in the manufacturing and 
export zone of Shanghai's 
Pudong district, will be 
funded by the government 
CSSC, Baoshan Iron and 
Steel Corporation, one of 
China's biggest industrial 
companies, and the Shams- i 
hai municipal government I 


Filip e Luiz Lampreia, 
Brazil's foreign minister, ban 
let it be known he is in the 
running for the top job at 
the World Trade Organisa- 
tion when Renato Ruggiero 
stands down in May 1999. 

Mr Ruggiero was 
appointed in 1995 for a single 
term and on an understand- 
ing between Washington and 
Brussels that the next WTO 
director-general would be 
non-European, most likely 
from a developing country. 
Mr Ruggiero, a former Ital- 
ian trade Inirdsfer^ followed 
four European heads of Gatt 
the WTO’s predecessor. 

Mr Lampreia. is a former 
WTO ambassador and highly 
regarded in Geneva and 
around the world. Other 
names are also being can-, 
vassed informally before the 
contest starts next year. 

Trade diplomats said yes- 
terday they did not expect 
candidates to declare them- 
selves officially until after 
next May’s ministerial meet- 
ing in Geneva, which will 
also mark the 50th anniver- 
sary of the international 
trading system. 

Possible rlvals to Mr Lam- 
preia Include Supachai Pan- 
itchpakdi. former deputy 
prime minister of Thailand; 
Rafidah Aziz, - Malaysia's 
trade minister, and Mike 
Moore, farmer New Zealand 
prime minister. 

From Latin America, 
Enrique Iglesias, Uruguayan 
head of the Inter-American 
Development Bank, and 
Ricardo Garda, Chile’s econ- 
omy minister, have been 
mentioned, as has Jaime 
Serra Puche, former Mexican 
trade minister. 

Trade officials said yester- 
day that, while Mr Lampreia 
appeared to have excellent 
qualifications for t.ViP WTO 
post, he could be handi- 
capped by US and EU reser- 
vations over Brazil's stance 
on international trade. 

Mr Lampreia could face 
another- obstacle if Juan 
Soma via, Chile’s ambassad or 
to the UN, takes over from 
Michel Hansenne at the 
Internationa Labour Organi- 
sation In spring 1999. The 
appointment of Latin 
Americans to both top jobs 
would arouse resentment. 


Vietnam saw a 50 per cent 
jump in the amount of coun- 
terfeit goods on sale nation- 
wide in the first seven 
months of the year, despite 
efforts by the government to 
crack down on Imitators, the 
semi-official Vietnam Invest- 
ment Review (VIR) said yes- 
terday. 

Vietnam raised hopes that 
it would crack down on ram- 
pant piracy In April when it 
signed an intellectual prop- 
erty pact with the US. but 
the latest figures, appear to 
indicate that enforcement 
has-been wreak:-' -• •; ■ 

Although the ministry had 
pursued 1,500 cases of illegal 
trading and piracy, Le The 
Bao, a ministry official, said: 
“The seizures account for 
only a small percentage of 
the huge amount of counter- 
feits which are circulating in 
the market.” 

He said staff shortages pre- 
vented the ministry from 
tracing where counterfeit 
goods were produced. 

Foreign consumer goods 
manufacturers regularly 
complain that their products 
are being undercut by 
brands smuggled through 
Vietnam's porous borders 
with China, Cambodia and 
Laos. 

The VIR said about 30 per 
cent of. fake goods sold 
domestically entered Viet- 
nam . from those countries. 
Another 30 per cent was 
made in Vietnam «ntj sold 
under foreign brand names.' 

Microsoft of the US esti- 
mated last year that Viet- 
nam has a 99 per cent soft- 
ware piracy rate. 

Other products, threatened 
are beverages, cosmetics, 
clothing, electronic goods, 
detergents and pharmaceuti- 
cals. . 

Early this year, Proc- 
tor & Gamble of the US said 
it was losing up to 25 per 
cent of its business to coun- 
terfeiters and smugglers. 

“Its a significant problem 
that's threatening our 
brands,” said a foreign 
tobacco company o fficial in 
Ho Chi Mtnh City. 

“The problem is the [anti- 
counterfeit] procedures are 
very cumbersome and. 
creates a window of opportu- 
nity for people to main* a 
quick buck.” 


Commission to press case for 
duties on Asian fax machines 


By Nd Buckley in Brussels 


REMY MARTIN 
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The European Commission 
is still considering imposing 
anti-dumping duties on per- 
sonal fax machines from 
Japan and six other Asian 
countries - even though 
most European Union 'states 
oppose the move. 

Brussels' anti-dumping 
unit is pressing for the 
highly controversial duties, 
mostly of 20 to 30 per cent 
but ranging as high as 80 per 
cent In one case, to be 
adopted by the Commission- 
ers next week - before a 
deadline for action of 


November 1. Sir Leon Brit- 
tan, the trade commissioner, 
is understood to be consider- 
ing the recommendation. 

Brussels can impose provi- 
sional duties for six months 
without formal consent from 
EU ministers, though it 
must consult an advisory 
committee of EU states’ rep- 
resentatives. Ministers vote 
after six months on whether 
to turn the measures 
into definitive, five-year 
duties. 

The anti-dumping unit 
proposed the duties last, 
month, after an investiga- 
tion hacked a complaint fay 


Philips of the Netherlands 
that Asian producers were 
importing personal fax 
machines at below-cost 
prices into the EU. 

But an advisory committee- 
meeting this month found 
only five EU states, includ- 
ing Austria, France and the 
Netherlands, in favour. 
Eight were against, with two 
undecided- Many dates com- 
plained they were, unhappy- 
with the Commission's pro- 
posals and important ques- 
tions were unanswered. " 

But several said their 
main objection was the defi- 
nition of fax machines 


involved -'those weighing 
less than 5kg, . 

They feared that as tech- 
nology improved and foxes 
shrank in size, the definition 
could include many office as 
well as personal macirinpg 

The Commission believes 
ft can win over opponents by 
pressing ahead with , the 
planned measures, but - in a 
highly unusual move - 
revising the definition fadfore 
the duties -have, to he con-; 
firmed fay ministers after six 
months. - It might; for exam- 
ple, restrict the measures to 
foxes using thermal paper, 
rather than laser printers. ' 




* fa 






- -»*• 

♦ 

- 4ft 






, f-' 'Mf- .... . 


irji-# 


.***. . _ 
.. ■ < V 






_ - 

- - e* » 


'J*!* 
ttflCMK. 

.■* v,-.- 




oerator 


:und 


:r air 


ML 

to* 

Get 


:0\V SitC 


SB Sc.r'-rc- r> 

aalT-'-w-w- 


s-v 

- 




• - 

* 

V > -~ r ' ‘ 

- „ , . . .. 




-S L . ... 










r ' rr !r ^ * 


-rrrMt 




jv- 

« ■‘V 














V, . ‘ "Si 


" v 


ir- V ; - ^ 


V. tl* . . <■■■-*?. 

, *•> Y 1 ."Tr ' 

\ * 'iw 


f t. - 1 

b-'.- . 

>: " In •• 


tar- 


r ••■'it 

• u. & r>-.» 


• ^ 

wjmn 


.. V 

" ’ -41 tit 


to* 


i 














de 'Ni% 



in ^ £S} 

„ " s 'v 7"v -', -Sft ., 

.r. * <q.- > 

ij: - ~ • --- ' > *(■ 

: " ,v ; -v?S 

lV? -■ ■:£?*& 

r;.-- 

-JT _ : *■* 

... *■.. ■- \ 


' Ti 


f 

«■. 

Waft. 

4 

k'WPfi 


n 


;.- r : 

■ ■■■..-V-. :-. ry ^ 




- c 


b V 


Pirate 
products 

rise by 

. t 

5*?/ ' 

J /o 111 

^^tnam 


5V rln* 


V- * 

J .. 

f.Cv 

r. 

y* 


■■.*■ 




FINANCTAX^TIMES TUESDAY OCTOBER 14 1997 * 


11 


NEWS: UK 


Protestants attack premier for breaking 70-year taboo but aides ensure Sinn Fein meeting not caught on camera 

Blair jeered Prime minister wise to the Irish challenge 

after historic 
handshake 


By John Murray Brawn 
ki Belfast 

Tony Blair, the UK prime 
minister, was Jeered and jos- 
tled by Protestant demon- 
strators yesterday after 
breaking a 70-year taboo by 
meeting Gerry Adams, the 

leader of Sinn F&n, the polit- 
ical wing of the Irish Repub- 
lican Army. 

After the first meeting 
between a British prime 
minister and a senior figure 
in Sinn F6in since 1921 - 
when Lloyd George met the 
IRA commander Michael 
Collins - Mr Blair was 
briefly forced to take reftige 
from the hecklers In a bank. 

One angry woman at the 
shopping centre in east Bel- 
fast. the' Northern Ireland 
capital, threw a plastic glove 
at the prime minister to vent 
her disgust at his decSskm to 1 
shake Mr Adams' hand at 
the peace talks. 

Mr Blair, who was on his 
second visit to the region 
since becoming prime minis- 
ter in May, faced a delicate 
balancing act in meeting the 
government's commitment 
to treat Sinn Ffiin like any 
other party without antagon- 
ising pro-British unionist 
opinion. 

After a 10-minute mooting 
with the republican leader, 
Mr Blair said he treated Mr 
Adams and members of Sinn 
F6in “in the same way 1 
treat any human being”. He 
added: ”1 think that what is 
important in Northern 
Ireland is that we do actu- 
ally treat each other as 
human beings.” 

Mr Blair told Mr Adams: 
“It is very rare for humanity 
to make sense of history, but 


that is exactly what we've 

got to do.“ 

He said if the opportunity 
was missed, “we may not see 
it again in my lifetime". 

. Mr Blair said there was “a 
great degree of common 
ground” between the parties. 

The spirit of reconciliation 
may have been too much for 
some of those in the shop- 
ping centre, hut aides said 
the prime minister was 
“hugely encouraged” by the 
determination of all the par- 
ties to find a solution. 

The prime minister's office 
said Mr Blair was by 

the protest 

But officials were clearly 
anxious to limit the inevita- 
ble symbolism attached to 
the meeting, which took 
place out of sight in 
the Castle Buildings talks 
venue. 

The day’s events started in 
Londonderry, where Mr 
Blair met John Hume, leader 
of the constitutional nation- 
alist SDLP and local MP. The 
Rev Ian Paisley, leader of the 
hardline Democratic Union- 
ists, who are boycotting the 
talks, said the meeting was 
“insulting to the bereaved 
ones, the orphans and the 
widows”. 

But David Trimble, the 
moderate Ulster Unionist 
leader, felt relaxed enough 
to joke with the prime minis- 
ter when he met him earlier 
in the day in his constitu- 
ency, commenting that “it's 
safe to shako my hand". 

Mr Adams seemed happier 
to highlight the symbolism 
of the event and said: “I 
think we are dealing with a 
man who certainly recog- 
nises this as a historic 
opportunity." 


Operator 
found 
for air 
show site 


By Mchael Sfcapmker, 
Aerospace Correspondent 

The future of Fambonragh 
aerodrome in southern 
England and its biennial 
international air show were 
assured yesterday when the 
Ministry of Defence selected 
Luxembourg-based TAG 
Group to operate the site. 

TAG, whose interests 
include property develop- 
ment, motor racing and 
watchmaking, said it 
wanted to turn the aero- 
drome into the UK’s first 
dedicated airport for bnsi 
ness jets. 

Martin Knight, the 
group’s spokesman, said it 
would also assure Farnbar- 
oagfa continued to best the 
air show. The Famborongh 
event vies with Paris Dm the 
title of the world’s leading 
air event Both . exhibitions 
have come under increasing 
pressure from new shows, 
particularly in Asia. 

The former Conservative 
government said last year it 
wanted to see the Faxnbor- 
ough show continue. But 
yesterday’s announcement 
marks the end of a period of 
uncertainty for the UK aero- 
space industry. 

David Marshall, director 
general of the Society of 
British Aerospace Compa- 
nies, said: “We are d elighte d 
that the show’s future has 
been confirmed. The air 
show is a high profile show- 
case for the global aerospace 
industry and provides the 
perfect opportunity for 
the UK industry to demon- 
strate its world-class capa- 
bilities.” 

Mr Knight said TAG 
wanted to build on the small 
number of bus in ess flights 
that already use the airport. 
The group will need the 
approval of the Civil 
Aviation Authority and the 
local municipal authority 
to . proceed with its 
plans. 

Mr Knight said the group, 
which will have a long lease 
on the site, would work in 
assur e the local community 
that the environment would 
be respected. 

The MoD has been looking 
for a company to ran Fam- 
borough since 1995. The 
ministry said the site was 
surplus to its requirements. 

The UK’s ftrst powered 
flight took place at Farnbar- 
augh in. 1908. The first Brit- 
ish airship was built there, 
and Spitfire and Hurricane 
designs were tested m its 
wind tunnels. 


Ministers 
to press 
Germany 
on coal 

By Simon Hofoerton 

The government wfll press 
Germany to open its market 
to imports of British coal but 
will not intervene in nego- 
tiations between the UK coal 
industry and electricity gen- 
erators. 

Its position emerged yes- 
terday at a meeting between 
the confederation of UK coal 
producers and government 
officials. 

However, the long-term 
outlook for the industry 
remains bleak. There is little 
sign the government will 
change its environmental 
objectives, including a call 
for large cuts in carbon and 
sulphur emissions, or that it 
will halt the growth in gas- 
fired electricity generation. 

Officials said the govern- 
ment would not intervene in 
the industry’s present round 
of contract talks with power 
generators. “We don’t want 
to get drawn into that.” said 
one. RJB Mining, the succes- 
sor in England to British 
Coal, has been in negotia- 
tions with National Power, 
PowerGen and Eastern Gen- 
eration since the summer, 
but the talks are at present 
stalled. 

RJB will supply about 30m 
tntmes of coal to the genera 
tors this year under con 
tracts signed five years ago 
which end next March. How 
ever, apart from a two-year 
6m tonne contract with 
National Power, RJB lias not 
concluded any big contracts 
that take it beyond next 
April- 

National Power and 
PowerGen have amassed 
large coal stocks and do not 
feel under pressure to con- 
clude contracts. Eastern, 
which has fewer stocks, is 
understood to be under 
greater pressure. 

However, officials said the 
government would press 
Germany to open its market 
to imports of coal. Germany 
is vulnerable to European 
competition law on state aid 
to its coal industry. 

The government would 
also press France on the use 
of the electricity intercon- 
nector between the UK and 
mainland Europe. Most of 
the electrical flow at present 
is from France to Englasd- 
Tbe gover n ment wants UK 
power providers to be able to 
use the interconnector to 
sell electricity on the main- 
land when the European 
Union electricity market is 
opened to consumer choice 
in 1999. 


W hen Bill Clinton 
arranged to bump 
into Gerry Adams 
outside a cafe on Belfast’s 
Fails Road two years ago, he 
thought it would be outside 
the public gaze. Mr Adams, 
as adept as anyone in poli- 
tics at the picture opportu- 
nity and the sound bite, 
made sure ft was not. That 
handshake was photo- 
graphed. to the chagrin of 
the White Honse. by a 
senior Sinn F6in official. 
News organisations bad it 
within an hour. 

Yesterday. Tony Blair was 
wise to the challenge. His 
media-sensitive aides 
ensured the first meeting in 
70 years between a British 
prime minister and the 
leader of Irish republicans 
was not recorded on camera. 
Their 10-minute get-together 
may go down as one of the 
defining moments in the his- 
tory of the island of Ireland, 
a history in which symbol- 
ism has so often counted for 
more than substance. 

For the Labour govern- 
ment's approach to North- 
ern Ireland, ft marks the lat- 
est gamble in a process it 
hopes is moving towards a 
rapid conclusion. Mr Blair 
has set a deadline of May 



Tony Blair (right) with acting chief constable Freddie Hall at police/army base in the region 


1998 for the multi-party 
negotiations to agree a new 
coDStitntlonal settlement. 
This wonld then be put to 
separate referendums of the 
people of Northern Ireland 
and of the republic, before 
being ratified by the British 
parliament 

Mr Blair has shown in his 
three years in charge of the 
Labour party that he only 


picks fights if be knows be 
can win them or deadlines if 
he knows he can meet them. 
On one level, bis confidence 
is justified. Since the gen- 
eral election, Mr Blair has 
quietly side-stepped some of 
the obstacles presented by 
pro-British unionists. 

Mr Blair's flexibility on 
the vexed issue of paramili- 
tary weapons paved the way 


for a second ceasefire decla- 
ration by the IRA in July. 
That led to a formal Invita- 
tion to Sinn Fein, the IRA’s 
political wing, to join the 
other parties at the talks. 

Unionists have fulmi- 
nated. The two smaller par- 
ties, the Rev Ian Paisley’s 
Democratic Unionists and 
Robert McCartney's UK 
Unionists, have walked out 


Mr Blair would rather they 
were there, but does not 
need them. The rules for the 

h»Utg require “sufficient con- 
sensus”. 

For all the publicity sur- 
rounding BSr Adams, success 
hinges at least as much on 
David Trimble, leader of the 
Ulster Unionists - the big- 
gest unionist party. Mr Blair 
spent much of the summer 
trying to keep Mr Trimble 
sweet His promises that the 
people of the region - with 
its in-bull t although dimin- 
ishing Protestant majority - 
would have the final say, 
convinced Mr Trimble that 
he should meet Mr Adams. 
But leading unionists, mar- 
shalled by Willie Ross, MP 
for Londonderry East and 
of Die party's execu- 
tive. are plotting against 
hipt- 

Ttae talks themselves are 
based on the joint frame- 
work documents signed 
nearly three years ago by 
the UK and Irish govern- 
ments. These are based on 
three strands - an internal 
settlement for Northern 
Ireland, involvement of 
Dublin in the affairs of the 
North and Anglo-Irish inter- 
governmental co-operation. 
The first strand is difficult 


for republicans as it 
enshrines partition; the sec- 
ond Is difficult for unionists 
as it opens the way, in their 
view, to a united Ireland. 

Mr Trimble .wants a for- 
mula for Northern Ireland 
similar to the devolution 
recently approved by Scot- 
land’s voters - self-govern- 
ment within the UK. Yet, 
mindful of opponents within 
his camp, Mr Trimble would 
be prepared to scupper the 
process if he feels he could 
not sell it to his voters. 

An important test of Shm 
F Gin's intentions will come 
with an expected meeting of 
the IRA’s army council next 
month. Many in London's 
corridors of power believe 
attempts to distinguish 
between hawks and doves in 
the closely-knit republican 
leadership tends to be wish- 
rul thinking. A return to 
IRA violence is always 
around the corner. A walk- 
out by Mr Trimble can never 
be ruled out. Then Mr 
Blair’s options would be 
either to try with the Irish 
government to impose a set- 
tlement, or to abandon a 
process that has defied all 
his predecessors. 

John Kampfner 






A Taiwanese manufacturer, the 
world’s largest dedicated integrated 
circuit foundry, required $330 mil- 
lion for the first phase of its lO-year. 
$15 billion facility expansion to 
accommodate growth. BofA helped 
provide access to global investors 
needed to market a complex, credit- 
enhanced convertible bond instru- 
ment; and as co-manager with 
Robertson Stephens & Co., BofA 
underwrote a portion of the bond as 
well. The result: the first successful- 
ly completed syndication of a 
credit-enhanced facility in Taiwan. 




beaiRtKxck 


The largest transporter and 
processor of natural gas in 
Argentina desired a source 
of medium-term funds to 
support its ongoing capital 
expenditures program. Bank 
of America's local corporate 
finance specialists and 
global syndications experts 
together developed an 
aggressive proposal to help 
the company realize tax 
advantages and access a 
new source of funds. 
Leveraging Its U.S, commer- 
cial paper leadership In the 
Latin American market, BofA 
syndicated a $±50 million 
CP program, incorporating 
an unprecedented three- 
year term, and completing 
the first successful 
such program for a major 
Argentinean corporation. 



A leading U.S. food service oper- 
ation needed $1.1 billion to 
make a major acquisition. 
Undaunted by tight time con- 
straints, BofA proposed a unique, 
comprehensive financing sotu- 
tion that included securitizing 
assets of the combined entities 
as part of the original financ- 
ing package. BofA worked 
around the dock, and the client 
completed the transaction to 
become the nation’s largest 
food system distributor to 
chain restaurants. 


A British-ltalian consortium 
sought to finance the design, 
construction and operation of a 
light-rail system in Manchester. 
England — one of the most 
Successful of its type. Bank 
of America's leadership in 
infrastructure project finance 
and its ability to structure 
the financing and price the 
deal were instrumental in 
wi n n i ng the mandate . BofA 
arranged, acted as agent and 
underwrote all of the $1.00 mil- 
lion, 13 -year senior debt facili- 
ty and structured a tailored 
hedge to mitigate the project's 
varying risk profile during 
construction and operation. 
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NEWS: UK 


London and Scotland are experiencing above average rates but Wales is falling behind 


Regions record uneven growth 


.Producer prices 


Annus! % change 


By Richard Adams, 
Economics staff 


London and Scotland are 
experiencing above-average 
growth compared with the 
rest of the UK, while Wales 
is slipping further behind, 
according to a report pub- 
lished today. 

The survey of regional 
activity, prepared by Busi- 
ness Strategies, says the 
UK's economic recovery is 
unevenly spread between 
industries and regions. 

The report forecasts 
growth of 5 per cent of GDP 
in the greater London 
region, and 4.4 per cent in 


Scotland. The UK as a whole 
will grow by 3.4 per cent this 
year - compared with 2.5 per 
cent in 1996 and 2.3 per cent 
in 1995. 

But the north of England 
and Wales will experience a 
substantially lower rate of 
growth, the report’s authors 
claim. 

Nell Blake, research direc- 
tor of Business Strategies, 
said: “Manufacturing-inten- 
sive regions, like the West 
Midlands, Yorkshire and 
Humberside, the north and 
the north-west, are all suffer- 
ing from the strength of ster- 
ling. In most cases, the situa- 
tion is likely to get worse as 


the effect of a strong pound 
continues to feed through." 

The service sector is less 
affected by the strength of 
sterling, and the consultancy 
expects it to expand by 6.4 
per cent in 1997. Manufactur- 
ing is only expected to grow 
by 1.7 per cent 

As a result the regions 
with a greater concentration 
of service industries are per- 
forming much better. The 
London area employs 3m 
people in services and only 
270,000 In manufacturing 
industries - nearly half the 
number employed in the sec- 
tor 10 years ago. 

Much of the growth In 


London has come from the 
financial and business ser- 
vices sector, which is feme- 
cast to grow at double-digit 
rates by the end of this year. 
The report predicts that 1.1m 
people win be employed in 
financial and related ser- 
vices in the London area by 
2000. 

• Sterling’s role in holding 
down the prices of imported 
raw materials is beginning 
to weaken, according to the 
latest figures for manufac- 
turing input prices. 

During September the 
monthly rise in the season- 
ally adjusted price of materi- 
als and fuel purchased by 


manufacturers was 0.5 per 
cent - the highest monthly 
increase since April 1996. 
The monthly rise in August 
was 0.2 per cent, alter being 
revised down by the Office 
for National Statistics. 

The ONS said the monthly 
increase largely reflected 
rises in the price of crude 
oil. food and electricity. 
Imported and home- 
produced food added 0.4 of a 
percentage point to the rise 
in the index of inputs, while 
fuel and crude oil added 0.6 
of a percentage point 

Analysts said the figures 
showed the Impact of the 
pound’s rise had peaked. 
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Research bodies may have to pay corporation tax 


By Clive Cookson, 
Science Ecfitor 


The government is proposing 
changes to corporation tax that 
could make more than 50 research 
organisations pay tax for the first 
time. 

Scientists are lobbying furiously 
a g a i n st the proposals, which would 
hit a wide range of non-profit 
organisations, ranging from old- 
established industrial research 
associations to new bodies, such as 


the Milk Development Council. 
“This will severely impact on 
research organisations' ability to 
develop technology," said Be van 
Braithwaite, chief executive of 
TWI, the former Welding Institute. 

The Association of Independent 
Research and Technology Organi- 
sations has warned John Battle, 
the science and industry minister, 
that the proposed changes could 
wipe £50m a year off UK industrial 
research spending. 

Research organisations have 


been exempt from corporation tax 
since 1950, under go v ernment pol- 
icy to encourage science and tech- 
nology. 

Now the Department of Trade 
and Industry is re v i ew ing the crite- 
ria for exemption - and the associ- 
ation says draft proposals tighten 
up the rules so much that most 
organisations would have to pay 
tax on the surpluses that they 
plough back into research or invest 
in new facilities. 

The DTI said last night that the 


system of tax exemption needed 
reviewing after almost 50 years. 
The Inland Revenue, the tax gath- 
ering government department, del- 
egates the issuing of corporation 
tax exemption certificates to 
the DTL 

The agricultural lobby yesterday 
joined industrial researchers in 
condemning the proposals, after 
the Milk Development Council - 
set up in 1995 to channel a levy 
from dairy farmers into research 
and development - said its initial 
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success is a cast-iron 



The famous Ironbridge is both a legacy of the 
Industrial Revolution and a testament to Telford's 
unstoppable business success. £2, 000 million of public 
and private investment have made it the 
region's fastest growing town, and CNT, ,3 
England’s largest owner of development . ' • ■■ ■* . 
land, has a wide range of prime develop- 
ment sites available here for fast-track sale. 

But business isn’t the only success story 
in Telford. There's also an excellent ' 

quality of life, with the South .l:\ ^ ^ ^ ,„H'j 

Shropshire Hills, Snowdonia ' * y\ * 

and the beautiful Welsh coast all in easy 
reach; a wide range of sports and leisure 
facilities; attractive homes in Telford and 
the surrounding villages; and one of 
Europe's biggest town parks right . 
next to the magnificent Telford 
Shopping Centre. . ■&$■} ^ 

; j/.'" 

Wherever you are *■ 

in Telford, you're no more than 10 minutes from the 
motorway system, with rapid access to key regional 
and national markets and the region's major airports. 

Talk to CNT or the Telford Development Agency. 
We're ready to help you find business success here 
in Telford. • 
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Set in the Shropshire countryside. Telford offers a wide range of 
housing, old and new, to suit everyone's needs 
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Higft quality greenfield sites an available for you to develop the rigftt premises Expanding companies in the quality service and kigti-lcdi sectors from the 
firryour business. UK and overseas will be your business neighbours in Telford. 


LOCATIONS MADE FOR BUSINESS SUCCESS. 

■ ■J.-'-r ' 'V' "• " ■* V. : -v". JL ! v * .v:.C .. . ' 

:y ! %V^F.LLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN KE Y LOCAT IONS THROUGHOUT ENGLAND. A 

"aTITa h ni IT- ♦ D E VE L O P M E NT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. ^ 

CALL 01952 293131 FOR DETAILS. 



e-mail: midlaads@cnt.org.uk Internee http://vww.cnt.org.uk 




UK NEWS DIGEST 


Rethink over 


‘drug tsar’ post 


oapot.-y 


Until August last year ster- 
ling was trading at about 
DM2.30. But the pound made 
a sharp recovery to a peak of 
DM3.06 in July before 
recently falliiig. 


Tha government is thought to have decided to redefine 
the post of its “drug tsar" in an effort to reconcile conflict- 
ing ministerial posmeros. It is expected to announce today 
that Keith HeUaweH, the chief constable of West York- 
shire, will in effect share the role, of UK drugs co- 
ordinator with Mike Trace, a specialist in the rehabilita- 
tion of addicted prisoners. 

Although. Mr Trace, a director of the Rehabilitation for 
Addicted Persons Trust, will offic i ally be named Mr Hel- 
la well’s deputy, the two appointments are expected to 
convey a sense of balance in government policy between 
law enforcement and, treatment The government has set 
itself against the legalisation of drugs, while favouring 
court powers to order treatment for drug offences as an 
alternative to prison. Today’s appointments, if confirmed, 
will also signi^ that the Foreign Office has won a depart- 
mental turf war.to T T * gintg ^ n its grip on .inter nation al anti- 
drugs policy. . Jimmy Bums 


MINIMUM WAGE 


Unions and employers set out opinion 


corporation tax bill could be as 
much as £1.5m. 

Rosalind Upton, tax partner at 
accountants Ernst & Young, said 
that under the old rules an organi- 
sation had to spend at least 50 per 
cent of its Income on research to 
qualify for tax exemption. 

Under the proposals, at least 75 
per cent of income would have to 
be spent on research - and 80 per 
cent of this would have to be 
in-house rather t han contracted 
out to universities or elsewhere. 


Workers aged between 19 and 24 should not automatically 
receive a Iowa: miniTmiTn wage than older adults, both 
sides of industry have told the independent Low Pay Com- 
miiarirm. in a submission published today,, the Confedera- 
tion of British Industry, the main employers’ group, and 
the Trades Union Congress reject government suggestions 
that the f*wnmisginn might recommend a lower minimu m 
wage rate or exemptions tor workers under 25. 

The CBI argues for a “modest minimum wage" if “the 
risk of serious economic repercussions Is to be avoided". 

It warns the commission that even a modest min i mum of 
£3.00 ($4JB6) an hour could lead to job losses if wage differ- 
entials were restored. The CBI believes £4.40 an hour, 
which many unions want, would ensure a cut of 250,000 
jobs over two years and have a “serious Impact, on infla- 
tion". The TUC favours a minimum wage above £4 an 
hour. It argues "workers with the same skills undertaking 
the duties should be entitled to the fun national - 
rMnimnm regardless of age". Robert Taylor 


m INTERNET 

Workers cut time wasted surfing 


The amount of w ork time wasted by staff surfing the. 
internet to check football scores or buy compact discs has 
fallen in the last six months, the leading UK internet sur- 
vey has found. The NOP Internet User Profile found the 
overall number of internet users in the UK rose 35 per 
cent In the year to June. About 6m adults connected to . 
the computer network over the period. Home use is grow- 
ing strongly; almost lm households now have access to 
the Net, against 400,000 in June 1996. The previous survey. 
In December, found 20 per cent of staff using work com- 
puters to connect to the internet for their own purposes. 
The figure Is now 13 per cent 
The survey found 40 per cent of .companies had a- Net 
monitoring system. For example, UBS. the investment 
h ank, sends staffs monthly summary of their internet 
use. James Maddnlosh 


NORTHERN IRELAND 


Industry warns OYer glass subsidy 


The government Is under pressure to reconsider the 
approval of a £13m ($21m) subsidy for a glass container 
factory in Northern Ireland, wfaich industry officials say 
wiD cause job losses elsewhere in the UK and Ireland. The 
privately owned Sean Quinn cement company, which Is 
based in the Republic of Ireland, was given approval for 
the grant for a planned £40m plant in the north on May 1. 
The Industrial Development Board, the Northern Ireland 
investment agency, argues that the project will provide 
330 badly needed jobs in a “socially disadvantaged" area 
on the border with the Irish Republic. But British Glass, 
the trade federation, says the project will add 200,000 
tonnes of capacity to an oversupplied market, creating job 
losses at other UK plants. John Murray Brown 


WELSH ASSEMBLY 


Labour seeks to lure top candidates 


The Wales Labour party is to appoint a “headhunter" to 
search for top quality candidates to stand for election to 
the principality’s devolved assembly. The headhunter will 
be asked to encourage those who might not have consid- 
ered standing for office, particularly targeting industry, 
academia, the media and professions. Juliette Jowit 


Ministers set to 
swap red boxes 


By Christopher Priqe. 


The red box, one of 
Whitehall’s most venerable 
institutions and container of 
the nation’s most sensitive 
documents, could soon be 
replaced by a laptop com- 
puter under plans to 
increase the amount of gov- 
ernment business rn ntlnf-ti^l 
electronically. 

The government will also 
open a web rite next month 
offering access to a range of 
government services. Even- 
tually people will be able to 
make online payments for 
television licences,' pass- 
parts, and road taxes. 

The red box has so far sur- 
vived the information tech- 
nology revolution because of 
security concerns, parti cu 
lady over computer hacking 
and theft. However, GCHQ, 
the governniant’s . telecom- 
munications and ■ security 
centre, says' it has solved the 
latter problem, by develop- 
ing a special card which,- 
when removed,, renders a 
computer unusable by 
scrambling the hard disk. 

Ministers would carry 
their card at all times. The 
Cab-E-Net, ministers' own 
Intranet system, has also 
been improved, making it 
more secure and easier for 
ministers to transfer and 
file confidential papers via 
computer. 

Cab-E-Net, which has been 
operating for more than a 
year, is used mainly as a 


diary notice board by minis- 
ters. However, David Clark, 
public services minister, 
said yesterday the plans 
would turn it into a more 
active service, carrying min- 
is t er-to-minister e-mail, as 
well as departmental brief- 
ings and the government’s 
line an prominent Issues of 
the day. 

The government internet 
service has been developed 
in conjunction with Micro- 
soft, EDS, National West- 
minster Bank and one other 
finan c i al in s tit uti on. For the 
first time, electronic sign a - 
tares wm be used to author- 
ise payments. 

The Treasury solicitor has 
agreed to make the com- 
puter transaction - which 
carries a unique computer 
code - a legal document, 
verifiable in a court of law. 
The first service will be to 
the self-employed, who will 
be able to tax reg- 
- illation transactions and set 
np direct debits. 

If the pilot' project is a 
success, other services will 
follow. “There is no reason 
why virtually every govern- 
ment transaction could not 
be done on the internet," 
said Mr Clark. 

Bringing IT to Whitehall 
and putting government ser- 
vices on the internet are 
part of prime minister Tony 
Blair’s promise to have 25 
per cent of government busi- 
ness conducted electroni- 
cally by 2002. 
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f ■ Tke moneyed^ New York 
■I. City submit of Wea tnhAy 
■ ; ter Comity, does not 
-Am immediately spring to 
mind as a tikefy breeding ground 
for dire bacterial infections. 

. Yet Westchester residents are 
increasingly concerned, about the 
ballooning incidence of Lyme dis- 
ease, a . debilitating and some- 
times fatal illness i denti fi ed two 
decades ago in the small town of 
Lyme, Connecticut 
According to . the US Centers 
for Disease Control in Atlanta, 
only 1,000 cases of Lyme disease 
' were reported in the US in 1983. 
Last year, 16,000 Americans were 
diagnosed with the 
Chances of contracting the ill- 
ness run particularly high in the 
northreast of t he US. In the west, 
Oregon and California' are also 
seeing a surge. The disease I a 
present too in Europe, although 
less prevalent 

Lyme disease can cause a wide 
range of symptoms, incl uding 
arthritis, memory loss, heart dis- 
ease and motor problems. Xu rare 
cases - and particularly among 
young children - it proves fet * y 
The rapid spread of toe di«way Is 
attributed to renewed growth of 
forests in the US this century. 
One hundred years ago. most of 
the north-east was clear eat. 
Today, forests cover about 80 per 
cent of toe region. 

These newly wooded areas are 
the perfect habitat for deer, 
which carry tir>a th»t can pass 
the bacteria on • to humans 
through biting. Helped by hunt- 


W hen toe experts cannot 
agree on the benefits of 
drinking alcohol, what 
should toe public think? Hardly 
had Professor Gerry Shaper told 
a conference audience last week 
that most people agreed that 
moderate drinking was 
beneficial because ft reduced the 
risk of heart disease, than Dr 
Peter Anderson reminded the 
conference on alcohol and 
cardiovascular health of the 
negative social effects of alcofaoL 
The fact that two credible 
figures in the field - Prof Shaper 
of London’s Royal Free Hospital 
and Dr Anderson of the "World 
Health Organisation’s lifestyles 
and health unit - disagree on 
such a fundamental point shows 
how far health workers are from 
resolving the chronic debate an 
the merits of drinking. 

Every paper on toe subject 
seems to draw a different 
conclusion. But the conference in 
London last week, organised by 
toe Novartis Foundation, shed 
some light on several questions 
that have perplexed the medical 
profession and confused the _ 
general public. 


IS UM7 Slitfc 


Debilitating Lyme disease is the focus for an array 
of pharmaceutical treatments, says Victoria Griffith 

Time running 
out for ticks 




bog controls, the number of deer 
in the US has soared from 500.000 
in 1900 to 80m today, according to 
the American Lyme Disease 
Fo undation 

With concern about Lyme dis- 
ease intensifying, pharmaceutical 
companies are stepping up prod- 
uct development plans. Several 
antibiotics are effective in treat- 
tog the illness, particularly in its 
early stages, but scientists are 
increasingly concerned about 
newly resistant strains. 

Fortunately, the arsenal of 
treatments being substantially 
reinforced. Glaxo- Well come was 
given approval by the US Food & 
Drug Administration (FDA) ear* 
Her this year to market toe anti- 
biotic Ceftm (cefuroxhne axetil). 
Last month, the Pennsylvania- 
based subsidiary of French group 
Pasteur Merieux Connaught and 
SmithKhne Beech am announced 
promising clinical trial results for 


their Lyme disease vaccines. 
Both plan to ille for FDA 
approval by the end of 
the year. 

The SmithKline and Con- 
naught vaccines work to a simi- 
lar fashion. Both are proteins 
derived from the DNA of the bac- 
teria BorreUd burgdorferi, which 
causes the disease. 

The proteins stimulate the 
body’s Immune system to pro- 
duce antibodies that attack the 
bacteria's outer walL Because the 
tick ingests the antibody-laden 
blood, the bacteria is killed 
before it enters toe patient 

The SmithKline product is 
laced with an adjuvant a biologi- 
cal magnet meant to localise toe 
antibodies at the site of 
infection. 

Connaught says its own prod- 
uct is highly potent even without 
an adjuvant “We had almost 100 
per cent effectiveness in patients 


under 60 years old," says Le ona rd 
Sigal. one of the main scientists 
involved in the Connaught 
research. “It's hard to beat that" 

Another pharmaceutical group, 
Medlmmune, is developing a vac- 
cine that the company says is 
effective even after the patient is 
infected. Medlmmune says it has 
identified a protein - similar to 
the ones used by SmithKline and 
Connaught - that allows a 
greater opportunity to fight toe 
illness. 

For residents of high-risk 
areas, such as Long island and 
Westchester, the improvements 
cannot come fast enough. 

Yet no one knows if toe vac- 
cines will be widely adminis- 
tered. At least three rounds of 
shots are needed, an inconve- 
nience that may cripple preven- 
tion efforts. “If people need a 
booster shot every year, clearly 
the vaccines will be used less.” 



Ttk smgi* towa Sana Urtwmfcy farew-oreJasteMcM 
H you go down to the New Errand woods today ... look out for dny ticks 


says Allen Steere. in charge of 
the Lyme diseases clinical trials 
for SmitoKline. Chartres are. say 
researchers, that booster shots 
will be necessary, perhaps even 
every year. 

“Demand for the vaccine will 
depend on public awareness and 
how much it is encouraged by 


physicians.” says David Weld, 
executive director of the Ameri- 
can Lyme Disease Foundation. 
“Because Lyme disease is total 
only in rare cases, it may be that 
only those at high risk because of 
their age and geographical loca- 
tion are treated.” 

The absence of serious side- 


Healthy cordial or demon drink? 

Michael Peel on efforts to get to the heart of the alcohol matter 


First, if alcoholic drinks do 
help prevent heart disease, does 
the protection come from the 
ethyl alcohol (ethanol) they 
contain, or from other 
ingredients? Second, should 
doctors recommend moderate 
drinking as a way to iwrrpacp the 
chances of living longer? And 
what is “moderate drinking” - 
how much alcohol should be 
consumed to achieve the 
wMTfmmn benefit? 

The effects of alcohol on toe 
heart are often discussed in 
terms of the “French paradox”. 
This refers to the fact that rates 
of coronary heart disease are 
much lower in France than to 
countries whose inhabitants ' 
have similar average cholesterol 
levels. The differential has been 
attributed to the much greater 
c on s umpti on of red wine in 
France. 

Prof Arthur Klatsky, of the 


Kaiser Permanents Medical 
Center in Oakland, California, 
points out that a recent study 
from Germany - which has the 
highest per capita beer 
consumption to Europe - shows 
a similar discrepancy between 
cholesterol levels and deaths 
from heart disease. 

Prof Klatsky says that 
although ertiatiAi is the 
“overwhelmingly important 
factor” in reducing the risk of 
disease, his research suggests 
that wine and beer drinkers 
enjoy a greater degree of 
protection than those who 
mostly drink spirits. 

He says this reflects toe 
different lifestyles of those who 
typically prefer tie different 
types of drink, adding that 
spirits tend to be more 
associated with destructive 
binges. 

But he also offers the 


intriguing possibility that the 
reduced German mortality is due 
in part to the non-alcoholic 
constituents of beer. For _ 
instance, many dark German 
beers contain high 
concentrations of a class of 

‘An individual who 
is fairly healthy is 
not at risk of heart 
disease so there is 
no benefit' 

compound known as 
polyphenols. These help to 
prevent the oxidation of a type 
of molecule known as low 
density lipoprotein (LDL), which 
is more likely to cause 
cardiovascular disease in its 
oxidised form. 

However, tests on living 


creatures show that the 
oxidisability of LDL is enhanced 
after white wine or beer is 
administered for several weeks. 
The benefit of the polyphenols 
may be outweighed by toe 
pro-oxidising effect of ethanoL 

Future research will look at 
how that balance varies between 
different types of drink, says 
Prof Ian Puddey of the 
Department of Medicine at the 
Royal Perth Hospital in Western 
Australia. 

For instance, red wine 
contains about three times the 
concentration of polyphenols as 
either white wine or beer. Prof 
Puddey says: “The big question 
in this, and where the ambiguity 
stQl remains, is: how much of 
these substances are absorbed 
from the gut and what is toe 
balance of effects in vivo?” 

The tests on LDL support other 
work which shows that alcohol 


consumption has a demonstrable 
short-term effect on 
cardiovascular health. 

Prof Michael Criqui, of the 
Department of Family and 
Preventive Medicine at the 
University of California, says 
this is one good reason why the 
medical profession should not 
recommend moderate drinking 
as a way to avoid heart disease. 
“We don’t want to start saying 
to a 20- or 25-year-old: Tt’s time 
to start d rinking if you want to 
protect your heart,’ he says. 

“The benefit really occurs in 
older individuals where there is 
a substantial risk of heart 
disease. An individnal who is 
fairly healthy is not at risk of 
heart disease so there is no 
benefit in drinking alcohoL” 

There are other reasons to be 
cautions. Prof Shaper says there 
is an underlying flaw to 
comparing drinkers with 


effects of toe vaccines will proba- 
bly work in the products’ favour. 
While the SmithKline and Con- 
naught vaccines worked well for 
younger patients, toe Imm unity 
boost in those over 65 proved less 
compelling in clinical trials. 
Moreover, the vaccines may not 
work on all strains of the bac- 
teria. 

Despite the drawbacks, demand 

for toe vaccinia may be strong 

because of the difficulty to diag- 
nosing Lyme disease once it is 
contracted. About 80 per cent of 
victims exhibit a tell-tale bulls- 
eye rash. For those who do not, 
the symptoms can easily be con- 
fused with influenza or with 
other common infections. In its 
later stages, once the disease 
progresses to affect the heart, 
joints car brain, the chances of 
misdiagnosis are even greater. 

Diagnosis difficulties are exac- 
erbated by Imperfect testing 
methods. At present, patients are 
injected with substances that 
stick to bacteria-flghting anti- 
bodies. If the antibodies are pres- 
ent, it is reasoned, the patient 
has Lyme disease. 

The trouble is that toe com- 
plexes may bind to residual anti- 
bodies, left over from a previous 
infection. That would produce a 
positive result for a patient 
formerly, but no longer, 
Infected. 

Dr Sigal. working at the Robert 
Johnson Medical School in New 
Jersey, is working on a new 
method to provide improved 
specificity. 


teetotallers. “In this country 
non-drinkers are a very peculiar 
group of people,” he says. “This 
group of people has a heavy 
b ur d en of disease. In middle age 
about half of them are 
ex-drinkers. The remainder are 
people who have never drunk at 
any time in their lives. The 
non-drinkers appear to be a poor 
control." 

Among those who see 
moderate drinking as beneficial, 
opinions about optimal intake 
vary widely. At the conference, 
most people talked in terms of 
one US drink a day - about 
three-quarters of a pint of 
hew. 

Yet one paper presented to the 
conference, based on a study of 
34,000 middle-aged men from 
eastern France, showed a 20 per 
cent drop in total mortality for 
men who drank the equivalent of 
a bottle of wine a day. 

The medical profession is 
trying to give con structiv e 
advice, but the lack of clear and 
consistent evidence means 
researchers are viewing the 
effects of drinking through a 
glass, darkly. 


Marina Weddarbura 0171 873 3284 


BUSINESS OPPORTUNITIES 

BBADERS ARE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 

Fax 0171 873 3064 


Melanie Miles 01718733349 
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iraBy wort, haboccd/poritfar 

Ta *uamfa aato^f* one d no! 
apply. Doe» dneurf an ptanrf eatftf 
If m.riog Ihe MJ3 on 0TS25-T74747 


TOP CLASS 
RACEHORSE 

For Saie 

WINNER OF NINE RACES 

For further detafe 

TW: 01488 648912 

USA CAPITAL MARKETS 
MERGERS . . 
Investment Banking Rim offer 
dean US pubfic companies that 
can meet NASDAQ olteda. 
Appfttdmale cost 90^00US$ 
Inclusive of reoraanisaiion cort. 
Phone:+441 61 0295685 
FB C+44T61 8295688 

ELU. COMPANY roqufrw Sato* Afleflt 
Company for fliartotfetB- woWln® 
tertwto in UK. AWS. Wia, 

competitive prices, reply Box B54S0 . 
B wMa l Times, One Southawfc Bridge, 
London SElflK. 


Weber Bdebold Consulting 

Cooperation. Partnership, Joint Venture 

Moscow 

On behdf of a Swiss windows manufacturer whb production 
facilities in Moscow, we are looking for a partner who is 
willing to participate in tbe extension of the existing 
production of windowpane. 

AB fonns of a cooperation are possible, but we expect that the 
future partner shall be responsible for tbe production as weQ 
as tbe marketing of windowpane to other window 
manufacturers in Russia. 

Please contact Mr Heinz Weber 
. Phone +41 56 484 14 90, Fax +41 564841484 
' Weber DieboM Conaitfing GmbH. Tfifernstrasse 18 
OT-54Q5 Baden-Dfittwil, Switzerland 


«n uwurt M l M wWh 


You'd be mod to miss out on this deal. We 
wont to gwi you cash via our new Cashback 
Launch packages*. Join us os on authorised 
dealer safling P e r sona l Numbers, and you could 
receive f& at your irutkd investment back during 
your tint quarter. Couple that with our dealer 
training and support programme, our new AIR 
' MILES awards scheme and access to the wealth 
' of experience you would expect from the m a r ket 
leader, you'll be soon on t rac k to big profits. 

CnB tvan Mee on 07000 654321. 

•Packages emribbb from £lO0O up to £4000 plus VAT. 


HI MAN POTENTIAL 


j.jL'kvnii. i jihiicIjU'I'. Ht-Hhie N'lrnm 
AN 2 R.nuunul Huildintl^ < ir.iyV Inn. London M ( IK 5H X 
TdcplunuMH 71 4,-0 2M I Fnv; 0171 NJ1 2 1ST 


LARGE SOUTH EAST ASIAN 
PACKAGING MATERIAL 
MANUFACTURER 
b foiling carton. 

’’ E or B Micro timed carton 
■KfpfastfcSnafe packaging, 
exporting to mmy wearies, 

SEEKS CONTACT WITH 

PURCHASERS OF 
BULK CARTONS 
nr plastic fkadbfe packaging ■ 
nnKriab. RepmeBOtfive 
visiting UK in the annimn. 
TUtM926.497I« 

Fax; 01926497109 


. SetteMnglFtear 
OpdeUOM 

•KKTmSotm networks 

> Uaa (ram Horaa, Odlca, 
Hteata, C*B Ptmm 
■ 24 Hoar Cuateawr Santo* 
Cat nowferNav Low Meal 

Tel: 1.206.284.8600 

Fax: 1.206270.0009 

Unae span 24 hoorxl 

Rail back 


Included In Sept Report £ 

PtamacaticaJDw Services 1.0a 
CaqnfcrConpooeot Supplier 50k 
Ltfranlhobcr Proesng Ptai $\5m 
Seif Service CcBeeCoacespnas 250k 
Contact Lens Solutions 100k 

Loyalty Systems 200k 

Mobile Phone Cases 125k 

Legal Training Via Internet 310k 
TV - Inner Wodd Of Merfidae $2701 
Global Trade Admin Systems 200k 
Book -Migjol Tooth Fairies 100k 
Him- Fantasy Movies 96k 


Included In October Report £ 
Inttasaial Equip Hire S/W 150k 
Specialty ftrforaimceCycles 200k 
Mobile Phone Bioprotectiod SI 2d 
Seafood Bar & Restaurant 200k 
Direct Motor Insurance 300k 

New Plumbing Finings 100k 

Classic Bespoke Footwear 400k 
Designer Fashion Retail 75k 

DiaUedSpotis/ldsne Equip 1 00k 
Mid Range Accounting S/W 500k 
Frail Processing Plant— Iotfia 20(4 
Ptmed Child Safety Products 100k 


FuO details available through TRIAL SUBSCRIPTION 
Access a regular flow of screened businesses seeking equity capital 
VCR reviews badness plans & meets tbe entrepreneurs concerned 
✓ Presenting to VCR subscribers in London, 16 October 


Oil and Gas Alliance 

US based fttD-service engineering firm seeks interested companies 
for tong-term alliance and possible mergerfecquisitton to pursue 
engineering for oil and gas projects. Company offers a 40* year 
corporate rfisumk, proven track record and a recognised name in 
international oil and gas engineering. 

Please reply to Box K>4S8, Financial Times, 

One Southwark Bridge, London SE1 SHL 


m bat. tTs e xcitin g . If* tadebk- 
eudttS eeder then gen OUk. 
TO FIND OUT MORE, CONTACT 
CLASSIC-WINNING TRAINER 

BEN HANBURY 


Crff Bet MOW wUmmt oUfertfan em 
I to (01638) 663193 (vj 
Mobile: 0468 392866 
or tax him an (01638) 667209 

Channel Islands 

Ful Otehore m e m puran on & 
Adm in ist ratio n. 

Trust EstsOtBhmars. Payroll Systems / 
BonMnd FadUes 
tor Ex-PamatBS. 

For feuds & acpammem witte: U 

Croy^ Trust Limited, 2nd Root. tt 

34DwMPtaea.SiHetrer, 

Jersey JE24TE I 

Tot 0153d B7H774 Fac 07534 35401 
EAtalxraytra&iLne! J 

SEED CAP INVESTORS 
SOUGHT tar aady sage Nghty exalted 
dynamic co"s masrtfy btowch. 
pharmaceutical & eotteare. Potential 
to ter In 2-5 yis. 

Cal Cahiona RBey on 
Tel OIW 22B67BI 

PROJECT AND COMMERCIAL 
tora^BonWtibUAaie 
21nw>a*analiSanHAri^oan»«an OowjFV- 
Tof. 0IOM2O13S 
Fac 0*89* 2D1 377 


BUSINESSES WANTED 


MANUFACTURING/ 

CONSULTANCY COMPANY WANTED I 

Sm»n profitable engineering company, butrumeamiian and environmental 
products, wishes m expend by rapuMttoo or meiger to utilise its exteosne 1 
world wide enstomer bus. Suit group making disposal, retiring owner or 
expanding >«»«■»— i<wi but not essennal:- 

* Timover mmtmwn £500,000 

• Own Products. Processes or COmutuncy • 

• Good Marta Pooriou 

* South East Based Pr ef e r red 

Ptense to brief description to 01 71 431 3«M 
Principles ar brokers with specific proposals only. 

WANTED - CONVERTER OR 
MANUFACTURING BUSINESS 
USING SPECIALITY PAPERS 

Independent paper making company seeks to acquire a 
speciality paper converter. Target acquisition will: 

< be engaged in paper coating/extrusian or paper 
laminating 

- have specialist coating/extrusion/laminating skills and 
markets 

- have turnover in the range £3m-£30m 

- be UK, Continental European or North American based. 

Write Box B5456, Financial Times, 

One Southwark Bridge, 

London SE1 9HL 


UK Food 

Manufacturers Sought. 
Turnover BP5-50 
million. 

Write to B« B5483. 
financial Timas, One Southwark 
Bridge. London SE1 9HL 

CALL CENTER WANTED 20 lo 70 
apant? AccossSXe from A1, Ml, MSZ 
Principals please cafl Richard Jones 
01663688271 

PUBLIC 

NOTICES 

I PUBLIC NOTICE 

TTto British Polio Fellowship was 
grauied a street collecnon ia tbe 
MctropoGtza area onStmnby ]2thJuty 
1997 and siso fa die Cfey of Undo* on 
Friday 12th September 1997. As 
reqoktd by die RegnfaMns Eovenonj 0 
ftrmitt. wo are plcstod to a nn o u nce the 
results as follows: 

Hereorauwi CnroF 

PoutxAau London Ate* 

bat & s m baaefan 

CAetfoa Ce&Ktke 

17,7*7.94 £iMS.I* 

The Btfciri) PoOa Fdktwriop recreds Its 
AiuLSjc ri m i M i0 tbe umbos of th£ 
public far their nfasi g eauiuus support 

red to NgsuJaifaa to iB collectors who 

| nadeitts vofcrewy effort. 


BUSINESS SERVICES 

Are you looking for US markets? 

Do you want US customers? 

A:,. We deliver them now. 

Camden Partners Intarnadonal, Inc. 

. Uesa Tvnbiffrino or Ben Home 

^ US Phone: 847/304-1414 Fax: 847/304-1514 
UK Phone 01715447390 Fax: 01715447330 


DISCOUNT 
INTERNATIONAL 
PHONE CALLS 
Save 50% Now 
Contact Dial International 
Tel: 0181 585 0014 
Fax: 0181 585 0075 


nUk K>pnS» mao. ■ 


«*** taste* (ncases. Site sr asy. ' 
<reMi red t 0 type «# retted 


(Ihreslfaretelhciareaui seivm 


AIR FARES ANALYST 

Is your company getting 
me best deal? 

We offer proven savings to corporate clients, on a NO savings 
NO fee basis. 

77?/ US. you have nothing to lose. 

IVrlte to Box B5499, Financial Timas, Ons SaaBavart Bridge. London S£1 9HL 

BUSINESSES FOR SALE 


DK DattanI and RF Matnsiewlcz of BDO Stay Hayward 
The Joint Administrative Receivership 
of Rnsty’s (Motor Cycles) Limited 

Offer For Sale A Motor Cycle 
Retailing Business In Scunthorpe 

• Leasehold retail outlet and storage facilities 

• Established local repotatioa 
■ Annual turnover £3.6mlIUon 

• Stock of quality new and second hand bikes 

• Stock of parts, dothlng and accessories 

For farther information please contact DIDp DattanI 
or Patrick ED ward by on 01 15 955 2000 or 
write to os at the address below: 


BPOS&ylhywrf 
Urilste 
(b£p*7 Boifcwrd, 
NDHN|lBtt,NG7ttJI 


[BDO 

BDO Stay Hayward 


PLEASE TURN TO PAGE 28 FOR 
. FURTHER BUSINESS 
ADVERTISEMENTS - 


■ '_V^' *rT5> r -u 














Marion Wedderbiun 0171873 3234 




BUSINESSES FOR SALE 

Fax 01718733064 


Melanie Mlto 0171 873 3349 



f! ‘ 


Debate & 


(In Administrative Receivership 

Tbc John Admtajbtfnthi* R driven offer for ulc the busioesn and assets of 
Thr Maroka Company Limited. 

The Company c^mm mu Nursing Homes as follows:' 

Thompson Paris Nursing Home, Sunderland 

■ 3«torcT freehold prupifn ^plli mru nvu umgi. 

* Tunwirr 1600,000 per annum. 

* shbefLcalcriugforEAUandgcntTaltiurimg. 

* >4 full ml pur-time cmpjnu^s. 

■ Rcfo. i Ja from Local Hralth Authuriika in Mirmundn^ area. 

St Helens Nursing Home, Bishop Auckland 

■ 2 mann purpote bulk freehold prvpcm . 

■ 58 bed* allocated betuevn EMI and general nursing. 

", Tumuvw 1535,000 per annum. 

■ 47 employed lull and part-time. 

■ Referrals from Local Health Authorities in surrounding area. 

Asaeti available for sale include ftwbnkl premises, fixtures and litttogi anl a motor 
irhidr. 

Offvm are invited for the business and asset* a? a whole or in pan. Further details 
arc a* tillable from bn Brown «r Ebiid Elliott at Oclnine & Touche, Gafnabonn^i 
Houw, 14-40 Cm Strom. Neumtlo upon Tuu? NEI 6AE. TcL 0191 -361 41 1 1 
Fax. 0191 202 5401. 


PLANT HIRE 

DEPOTS FOR SALE 

PUNT HIRE BUSINESSES FOR SALE 
Depots in Jehnatone 
and Aberdeen 

For IWrtjer dcraih. ptos-c uxxacr. 

J W Bnnm, RnmthDb Group Ltd- 
TU: 01505 324461 


WlfN^lr tf. bMMJlW4 




Famous 
Skincare Brand 
FOR SALE 

Principals only. 

Itartr lac Bov M92, Financial Ifanm, 
One Seudrwarfc Bridge. 
London SEI SHL 


VENDING OPERATOR 
FOOD & BEVERAGES 

■ Eatafafisbed 35 years 
Retirement Sole . 
T urno ver S3A mfl. pa 
Depots Serviced: 

East AngBa to South Wake 
Wrhe hi oonfMenrc er. 
Ganagber .£ PiutMrtauji 
Churtmd Accauakma 

4 PlanEagiSMi Road, Nrt» Bamrt. 
HrraEVfSJQ 
Tel: 01 SI 441 l<m 


Romanian Pig Farm 


A P Suppersfone of BDO Stoy Hayward, acting as Liquidator of 
SUINPROO BA1LEST1 offers for sale the following: 

* Romanian pig farm located at Bailesti, closest large town is 
Craiova, 30 kilometres away 

• Total capacity of 1 25,000 pigs 

• Surface of 125 hectares 

• Shelters covering 125.700 square metres 

* All necessary sanitation buildings 

* Slaughter house and meat processing workshop, in Craiova 

Further details either from Mr A P Supperstone, BDO Stoy Hayward. 
8 Baker Street, London WIM IDA Telephone: 0171 893 2208. 
Facsimile: 0171 935 3944 
or Mr N Balan at Conti Aodlt, 

Bolevardul UnliU Nr 70. Bloc J4. Scara 2, I (J 

ETA) 4, Apartament 44 - Sector 3, Bucharest, 1 1 ll J v J 

Romania. Telephone: 00401 3235980. 

Facsimile: 00401 3231 106. 


BDO Stoy Hayward 

Corporate Recovery 
and Insolvency 


Business 


Bank 


Offers for sale the following Business : 

Fleet of Coin Operated 
Childrens Hides 

• Approx 300 rides at 200 UK sites 

• National coverage 

• Wide customer base Includes retail multiples, 
shopping centres and licensed premises 

• Gross annual Income approx £300,000 
R efi 161 

For further Information, principals oofy* 

Teh 07000 633633 or Rut 07000 633634 


■00 SUV Mourn 
nMUik 
Gregory ■o ok —rd. 
NamnctaM.NC7«Ul 


BDO 


BOO Stoy Hayward 


Business EtJJI 


WILLIAM HILLARY 


ISLE OF ANGLESEY 

AN IMPRESSIVE COUNTRY MANSION HOTEL IN A SPECTACULAR 
SCENIC SETTING. WITH 18 HOLE GOLF COURSE . 

Dramatic views over the Menai Strait 
and beyond to the Snowdonia National Park 

• I Boaa&s Awe tea Iran liwrpogl combatm 
‘•MudMC3da , liBtd«ifc 2 fi toting bedrooms 

• 3 (jafcreu/FmdiM loans. Lounge Bar and Restaurant 

• Gofa Bir ad fiotf Prt Ship 

• BhH 8 Hues Fadibe and Outdoor H^nzd Sraroing Pod 
• 18 boh fi,IM yard par 7i gstf one 12 paridand sting 

• Dmhpmt potemol far indoor nimniog poof, new Leisure dub, 

5 a site hotel bedroom ad II tnoMroon pdf lodge compki 

OFFERS IN EXCESS OF £IM 

Details from: 

WILLIAM HILLARY LEISURE & HOTELS 
47 HIGH STREET, SALISBURY. WILTS SPl 2QF. 
TEL: 017Z2 327101 FAX:.Ol722 411B03 


LEISURE & HOTELS 




CHRIS' Tl cs 


Surveyors. Valuers & Agents 


London 


Charter House Chambers 
18-21 Charter House Square, EC1 
Outstanding hotel development opportunity (subject to 
consent). 

Excellent proximity to the City and 
mainlin e/undergmund transport links. 

Scope to create 80 bedroom hotel with self contained 
basement restaurant/wine bar. 

Approximately 42.500 sq fit gross internal floor area. 

Offers invited freehold 

Contact Colin Hall or Clive Bernard 
Ref20/FI379 

0171 227 0700 


Offices at. London • Birmingham • Bristol • Edinburgh 

Exeter • Glasgow ■ Ipswich • Leeds • Manchester 

Miitam Kcymc; ■ Ncwra^TI F • NOTTINGHAM ‘ WINCHESTER 




FI Retail Holdings Pic 
and subsidiary companies 

(In Administrative Receivership) 

The Joint Administrative Receivers offer for sale the 
business and assets of this unique niche retailer of 
Formula One merchandise. 

Principal features Include: 

■ Chain of 14 specialist shops. 

■ Mall order division with extensive customer 1st. 

■ Substantial stocks of branded merchandise. 

■ Established franchise operation with list of potential 
franchisees. 

For further information please contact: 

Tony Thompson, KPMG, PO Box 730, 

20 Farringdon Street, London EC4A 4PP. 

Tel: 0171 311 3540. Fax: 0171 311 3607. 

E-Mail: tony.thompson@kpmg.co.uk 

KPMG Corporate Recovery 

KPMG is artiorfeed by the Institute of Chartered Accountants n England 
and Wales to cany on Investment Business. 



B u R i ft E Li l S For Saif pl c 


Floor & Wall Tile Merchants 

British Me a - EM ZOyrs. Vo £S+m (60% ret oil - 40** wholesale) 
40% CP retail A 38** GP wholesale : 4 retail a has (& expanding) 
£670+k net profit (pic directors & tax) 
major established market player : fiiD handover assistance 
retirement sole offers circa £Sm air tM. 01 AIN 


0171 231 1Z7U 


business for sale 

a WeCTlX)N DONFl tAWCHISB 

or Major Overnigbt 

Parcel CiMffi* 
Established 5 years. 

Annual turnover tnesoesiofflSR- 
please reply to: 

Hunter Jonei Halford ft Cm 
Hope House, 45 GrotiPtiMSW* 

WestMbtsW. London SW1P 3LT 


FOR SALE 

Branded Retail Mcnswcar 
Company 

Located in Covent Garden 
Offers invited c£200+- SAV 
Write (0 Box B54V5, Financial Times, 
One Southwark Bridge. 
London SE19HL 


Manufacturer of 
Retreaded Tyres 

Wolverhampton, West Midlands 

The joint administrate receivers offer for sale the 
business and assets of Retreads international Limited, 
a manufacturer of retreaded tyres. 

■ Leasehold premises in Wolverhampton. 

■ Turnover c.£2 miffion per annum. 

■ Established customer base. 

■ Fully equipped manufacturing facility. 

For further details contact: 

Ann Davies or Richard Voice at 
KPMG, 2 Comwafl Street, 

Birmingham B3 2DL 

Tefc 0121 232 3000. Fax: 0121 232 3261. 

KPMG Corporate Recovery 

KPMG s authorised by the Institute of Chatered Accountant in England 
aid wyes to cany an Irwasmont Busnesa 



9 Hole Golf Course and 
Floodlit Driving Range 

South East 

A profitable and good quality 
complex outside a major town. 
Membership and pULy.p. 
Price £395,000 s.Lc. 

Tel: 01428 635588 


RETIREMENT SALE 

Timber Merchants 
North of Watford 
T.O.Gm 

Details from Owners Agent 
Partridge ft Co„ 24 Woodmen: Why. 
Beckenham. Kent BR3 6SL 

0181 6503314 


Manns Guarding Security 
Company For Sale. 

Covering the WbsI Midlands 
area. 1 J3 minion turnover. 
Jtfipirta Bax 85436, Fhxods} 
Timas, Oat SauOmattBiidga, 
London SEI 9HL 


REPUBLIC OF POL AND 
MINISTER OF THE STATE TREASURY 
INVITES TO NEGOTIATIONS , 


Concerning Purchase of Shares in the Share ^ Capital 

OF THE TARCHOMIN PHARMACEUTICAL WORKS “P0LFA” 

JOINT-STOCK COMPANY SEATED IN WARSAW 
(Tarchomiriskie Zaklady Farmaceutyczne “POLFA” Sp6fta Akcyjnaz sfedzib^ w Warszawie) 

The Minister of the State Treasury, with the seat in Warsaw, 36, Krucza sL, 00-522 Warszawa, a cting an bebdf-of the 
State Treasury of the Republic of Poland, in accordance with Art. 33 para. 1 of the Law oh Commercialisation and 
Privatisation of State - Owned Enterprises of August 30, 1996 (Dz.lJ.-So.118 item 561 with further atiteato^tsjinvtfes n 
offers from Potential Investors interested in purchasing hakes of shares of at least 10% and not more titan 80% of share? 
in the share capital, of the no minal value 10,00 PLN each, qf Tarchomin Pharmaceutical Works TPOLFA Jpittf - Stock - 
Company seated in Warsaw at 2, Flerainga sL, hereinafter referred to as “POLFA” 'Ikrchomin SjA. dr “the Company*’. - 
According to Article 36 of that Law entitled employees will be offered a stake of up to 15% of shares in the sftwe capital , 
of “POLFA" Tarehomin S A. free of charge. 

According to the Resolution of the Council of Ministers, No. 86 of October 4-, 1993, a stake of 5% at shares in the share 

capital will be reserved by the Stare Treasury for reprivatisation purposes. 

“POLFA" Tarchomin SJL activities comprise: producing chemical products (including pharma ceuti cals, medical 
chemicals and other substances of vegetable origin), beauty and skin care products, research and development in the field 
of chemical sciences, wholesale and retail sales activities within the scope of the Company business. - • . * 

Parties interested in proceeding with this invitation are kindly requested to contact “Polish Institute of Management” Sp. 
Z.O.O. (PIM) where they can receive basic information on the Company. Upon signing up the confidentiality agreement =. . 
by duly authorised representatives of the Potential Investor, and upon presenting- valid corporate certificates, the | 
Information Memorandum containing information on the Company, on the procedure of offering shares and. indicative i 
offer structure will be released. ! 

Address: “Polish Institute of Mamtgement” Sp. ZjO.ol (PIM) ‘ j 

02-691 Warsaw, Obrzeina St. 3, DC floor -i 

phone (22) 647 02 40; 843 66 51; fax (22) 843 87 50 ; 

Transaction manager. Ms Jagoda Szonert ;i . 

Subject to negotiations will be in particular; price per share, development programme, including the Company 
phar maceutical products portfolio, investment commitments, including increase of capital, envi ronmenta l commitments, . 
employment guarantees, and the way to guarantee the fulfilment of these obligations. 

Indicative offers from Potential Investors should be submitted by 9 December 1997, 3:00 pJL Warsaw time. Indicative 
offers of the Potential Investors should be prepared in the Polish language, type-written or computer printed on single- ; 
sided A4-format paper. Offers should be submitted in two copies in sealed envelopes at the Secretariat of the Department 
of Privatisation of Companies and Restructuring, Ministry of the State of Treasury, 00-522. Warszawa, tiL Krucza 36, 4th 
floor, room no. 477. The envelopes should bear the inscription “Oferta wstqpna na-zakup akcji “POLFA" Tarchomin SJl 
Nie otwierad." 

By 9 February 1998, Minister of the State Treasury will inform each of the Potential Investors, who presented an 
indicative offer, by a registered letter, on his consideration of response to foe invitation to negotiations. 

Minister of the State Treasury reserves the right to the free choice of partners to negotiate, not to undertake negotiations 
without explanation and to extend, before 9 December 1997, the period allocated to offer submission. 


FOR SALE 

PROPERTY TRADING COMPANY 


Investment producing £319,210 per annum 

Over 70% rent from: 

Barclays Bank Pic, 

Abbey National Pic, 
Woolwich Pic 

AGREED SUBSTANTIAL TAX LOSSES 

Replies in writing for 

1 Company Purchase, or 2 Property Purchase 

Contact: Peter WeBxnn or Hany Morten 
Issued by: 


Cl IKISTII . tv CL* 


Surveyors, Valuers&Ageots. 


§ l. \\i WHIKJ If N"K HI W \! l.s | 


Noam Home k* Awhx 
Menial Illness 
RaasnsiD so* 16 

» Substantial deacbed bnikSng mr 
townceone. 

• Conveniau foemotatvay Mmwk, 


Manchester Office R*f 56/FT78S73 . 

01618333311 


Sesdsnual Cub Bomb 
Regetexed for 8 
•AH (ingle roans. 

• Ck» to pri: ad shops. 

• P qMnntizl atwi. 

. • Ideal fhvt dme boy. 
n25^0S FBKQKKJ) 

Maathesutr Office Xef 56/F17S584 ■ 

0161 833 33U 


II Gki a 1 1 k M w 111 j : k || 


VlRI HI K 



Knight 
Frank £1* 

0171 - (•> 2 c > S 17 1 



Bf g ufcrtwt By TTk Seoiritta awl fmuror AntiKetty 


FOR SALE 

HI-TECH SCTENTmC/ELECTRONICS 
MANUFACTURER 

HIGHLY PROFITABLE 
' EXCITING NEW PATENTED PRODUCTS 
STRONG POTENTIAL 
TURNOVER £1 .4M and growing 
PROFITS IN EXCESS OF £500.000 • 

RETIREMENT SALE 

Replies to Box B549 1 , Financial Tutus, 

One Southwark Bridge, London SE 1 9HL 


FOR SALE 

TOILETRIES MANUFACTURER 

A public company seeks to sdl it'll comma manufaemring business 
- circa £8 mill km T/O in order to cancenirtue <w the rfevctopineni 
of h's cm tnnded products. 

Write hi confidence to: Bax 85497, FmmmxhdTbaes, 

One SoaUntark Bridge, London SEI 9HL 


Dual RsdsmED Hoiie fob 42 

• PtHpoaetxdhimit 

■ Hnwjy rfWmwnr [ yiljpj Myt 

lighting thmnglwni. 

• Dowdy popnlttBd residential mrea 
£850,606 ISBEHOKD 

Manchester Office Bef5<VFTW75 

0161 833 33U 


Ml KM '.NIDI 


Avahable Sezaraiely 
ORASAGSOOT 
NhbbwHome 
RECISTEK£DFtX31 

■ Snbsnuial (dUtag. 

• Reskkntiai xm. 

■ PnH octopmcy. 

• Income year cud 31-157 £340^521. 
£650,606 REEB0LD 
Manchester Office R^56/FT7«592 

nd 

ResawouL CotfBoMg . 
RBC g nat E PFoaX 

• WMMll«l ffaMjrhtt 

• Residcndd am. 

•Home ewe bosmesfi with lnnihold 
premise* inciaded in sale. 

• Confined income jot end 3LL97 
£549.056. 

£620^60 ntEEBOUO . 

Manchester Office Rtf 56/F778S93 

0161 833 3311 


Noktb Denes NoksmcBmo, 

G*eatYaks4outb 

KbgbisudoobIS 

• All single) roams (8 cn saiK). 

• 6 penoo pBiurngrr Bit. 

• Profit year end 31.1096 £140000. 

Orbs m ms ughm or 
£300,660 YumiAL hksbold 
Ipiwkk Office Ref 14/FT74S 14 

01473 256588 - 


Nok i n \V \i i s 


Sesdeniial Home 
RSOfflBED R» 21 INCUBIWG 
4 MP/E 

• Seh rtm t al deaefaed bsxUing. 

• Set m oiie of around IWacies. 
£395^06 BEEBOU) 

Manchester Office Ref S6/FT78S79 

01618333311 


XOKFOIK 


Nosing Home 

CuBSBtmRErasnxEDn»34 

• AD rooms gnnad floor, 

■IfaWf ndtkbie for Ugh dependency 
cr g pecafin croegory. -- 

OSiMmaou 

Ipswich Office Rgf 14/FT744S2 

01473256588 


CGDPE RrPAFLRY 


Retail motor vehicle sales and 
servicing company Tor sale 
due to retirement. Established 
turnover of over £6m per 
annum from 3 dealerships 
with opportunity to expand 
the business to fully utilise 
the substantial site. 

For further information please 
write to Mr A Botham, 
Cooper-Pony, 102 Friar Gate, 
Derby, DEI IFH. 


mmo*aitrt/bsr 


Architectural Practice 

wnii particular expertise in the 
Retail, Healthcare; Commercial, 
Industrial Jc Leisure Sectors. 
Comptoy based in Ymishirn 
with “Hue chip' clientele 
and auras) turnover 
£] _5m to £2m approximudy. 
ffrttr to: SaB 5*70, 
flnMclai Tines, 

On Saxkwarfc Bridge. 


OFFicrs fit: London • BiHr-iiNCNAc-i • Bristol Edinburgh 
Exftfr ■ Glasgow - Ipswich • Lefds • M.YNCHPsrrR 
Milton K(ynls • Nhwcastl'; • Nottingham • Winculsttr 


IT Technical Training 

Specialiszs in Watdowi programming 
Microsofl Solution Provider, 
1SO9001. Ceonal Loodcn. •. 

Esc 7 years. TO £600t 
Gnw profit S0%. 

Write to Box B5472. Fmancmi Tunes, 
One Southwarlc Bridge. 
London SEI 9HL 


INSURANCE BROKER 
/IFA 

Profitable business in Home 
Counties with ponfoEo of 
Cammereial clients. 
Principals only write to Box B5496, 
Financial Tfmea. One South WM 
Bridgo. London SEI 9HL 


JjQMDWWNS, 

Rkceivehships a Auctions 

200-300 LtWdatioo. aad 
Hwd every week. Who day are. Wbu die, 
dU and who ta cmncL * Scorn, of 
Auction* way wssfc. 

BUSINESSES FOR SALE Monthly 
pobtfeulaa lUrio* own 100 tiurnor 


For hither deta&r. 
-UtaMSaANBSePnqeitiSlMMC 




Mititnida curopiny spedtlatog 
in textile based products 
for nursery and toy outlets. 
Turnover £500 K + profitable. 
Write toi Bo* B54M. Flnaudal Tina, 
One Soudnmrfe Bridce. 
i — -i*<— wt. 


Coniua Nonaan Wtirixror 
Andy BroakH u I luiewooih 
MOL242 2J76bl fte:01M25««U 
http#»wJiacta*Mdajoaid: 
Aotenat by *c Chand Amman orosMal 


SPECIALIST 
AUTOMOTIVE 
SUB-CONTRACT BUSINESS 
£5m Turnover 
Midlands based for sale 
Reply In Box BMW, Financial Ttan. 
One SouUmnit Bridge, 
London SEI fUL 


SUBSTANTIAL GARDEN CENTRE 
ft NURSERY BUSINESS 

North West England 

£27re tumovitf- 20%-f Gross margin - ' 

19% Nc( margin 

Large, high qoaliiy. modem building* 

For (hither details contact 
QUINTON EDWARDS . ^ 

■ 7U: 01635 551441 Pax: 01635 55144#- 


The following company is offered For sate: 

prodnea far uac in nil cammacfaL 

* Turnover ft growing rapidly . 

* UjghfyprofhaUe 

- fading potUfon ia gnjwtfrmHte 

■ No algthGcanttm i^ m pn i mn 

* Blue chip retail & induarie] customer base 

■ Highly experienced wxfcfmn " 

* MidUoda based • ' . ' — ' ' 

Write K> Boa BSSOI.RnancblThMa. Qi» Southwrafcftjfee. London Set owi ' 
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ARTS 


D ear Paul. 

1 want yon to know 
I'm an admirer. I was 
there from the begin- 
ning, aping the sounds of “From 
me to yon" as a 10-year-old. 
twisting and shooting, saving up 
pocket money to buy your early 
albums, and even — this is con- 
fession time - becoming an early 
member of the Beatles fan clnb. 
For me and many of my genera- 
tion. nothing you've done since 
the day yon stopped talking to 
John Lennon has ever sounded 
quite the same. No, 1 didn't 
expect yon to stay the same, and 
yes, I admire your questing 
spirit, your determination to set 
new creative goals instead of 
wallowing in familiar triumphs. 
But did you have to produce 
something quite as awful as 
Standing Stone? 

Classical music can certainly 


'Get back to where you once belonged’ 

As ‘Standing Stone’ receives its world premiere, Andrew Clark writes a letter to Paul McCartney 


learn something from your gift 
for simple, catchy tunes: cross- 
over works both ways. And when 
Standing Stone receives its first 
public performance at the Royal 
Albert Hall tonight, you will 
bask in the ovations. The record- 
ing. which EMI thoughtfully 
issued In advance of the concert, 
will doubtless become an essen- 
tial item in the McCartney dis- 
cography. charting one further 
step in your artistic develop- 
ment. 

Please be reassured that there 
are at least some discerning 
people who see through the 
record company blurb: we know 
Standing Stone was not your 


fault. Despite the loudness with 
which the sleeve-note protests, 
it's obvious you bad very little to 
do with it. You made up a few 
tunes, just like the old days. 
Your record company, sensing a 
gold-mine, blew it up into a 75- 
minute wordless “symphonic 
poem" for orchestra and chorus. 
They provided a jazz musician to 
notate it (Steve Lodder). a “seri- 
ous” composer to structure it 
(David Matthews), a saxophonist 
to do his bit (John Harle), an 
orchestra tor to orchestrate it 
(Richard Rodney Bennett) and a 
recording producer to balance it 
(John Fraser). 

You must be feeling miserable 


- to think that after four years 
of your hard work, this commit- 
tee comes along and dresses up 
your music to the point where 
yon are unrecognisable. You've 
ended up paying them to produce 
an expensive folly. I think you 
ought to claim liamagw Don't 
tell me you seriously t canted to 
include echoes of “Appalachian 
Spring” and the H Lev£e du jour” 
from Daphnis! And when the 
sleeve-note refers to a “primeval 
soap” - is it not blowing the 
gaffe on Standing Stone's mix of 
Holst, Butterworth, Moody 
Blues, “Tubular Bells” and New 
Ag e mo od music? Did you want 
to turn out something so ram- 


bling and monotonous? 1 know - 
they told you “Yesterday” was 
yesterday, and at 55, you bad to 
produce something “weighty”. 

1 think yon should have stuck 
to your day-job, PauL “Lost at 
Sea”, part of the second move- 
ment, would have been a better 
title for the whole piece, because 
you're clearly out of your depth 
with this classical stuff. All 
those tempo Indications - con 
moto scherzando. andante mdmo: 
don't tell me they were your 
Idea! That was your committee, 
telling you what they could have 
done, if they had had the 
remotest care for your reputa- 
tion. You surely can't be blamed 


for so much numbing moderate 
and stick orchestration, familiar 
from a thousand film scores. AH 
it has done is reduce your touch- 
ing little “programme” - about 
First Person Singular discover- 
ing primitive tribes, ancient 
potions, milk maids, rustic jigs 
and, ooh, aah. LOVE - to embar- 
rassing bathos. 

But we must allow you - 
whoops, them - this pretentious 
act of self-indulgence. In mitiga- 
tion, they did have the decency 
to let snatches of your personal- 
ity shine through. I’m referring, 
of course, to the catchy rhythms 
of “Messenger” and the affirma- 
tive tone in the final “Celebra- 


tion”, a statement of which 
Vaughan Williams would have 
been proud. If only you had b een 
in control, or at least known the 
elements of notation and orches- 
tration, these would have been 
dominant ideas. Instead, the 
piece goes nowhere. I felt I could 
have left the room and come 
back 15 minutes later without 
having missed anything signifi- 
cant. In the words of one of your 
songs, PauL it’s time for you to 
“get back to where you once 
belonged”. And it’s time for me 
to come clean: Standing Stone is 
a faceless monument, because 
it's the work of ghost writers. 

Your devoted fan - honestl 

Andrew Clark 

Paul McCartney: Standing Stone. 
London Symphony Orchestra 
and Chorus conducted by Law- 
rence Foster (EMI 5 56484 2). 


O bjects of Desire. 

an anthology of 
noth century 
still-life from 
Picasso to Jeff 
Koons, has come to the Hay- 
ward Gallery from the 
Museum or Modern Art In 
New York. It is. in great 
part, a wonderful treat. 
Nearly a third of the works 
comes from the Museum of 
Modern Art itself, but the 
world has been trawled. Mas- 
terpiece follows unfamiliar 
masterpiece, each the more 
potent and intriguing for the 
fresh company it keeps. 

Cezanne's great table-top, 
the "Ginger Jar with Auber- 
gines" of the early 1890s. 
with its shift ing, disconcert- 
ing space, stands as pro- 
logue. but the true show 
begins at 1908 with a post- 
primitive. post “Demoiselles 
d’ Avignon” vase of flowers 
by Picasso, and the Fauvism 
of Jawlensky and Matisse. 
But Picasso's tiny, exquisite 
pears and apples of that 
same year betray incipient 
Cubism, and we move with a 
fine concision to Cubism 
full-blown and all its vari- 
ants and developments, to 
Braque, Leger and Gris, to 
Boccioni's bronze “Bottle in 
Space”, and Mondrian's 
“Ginger Jar” of 1912. 

All this in the first room, 
and already we have our 
money’s worth. Next to 
those Picasso fruit hangs an 
equally tiny, unexpectedly 
Cezannesque bowl of green 
apples by the young Paul 
Klee, and next again a table- 
top of fruit by Raoul Dufy*, 
and a delicious Quted bowl 
of yellow pears and bananas 
by Derain, all lovely things. 
The point is well made that 
still-life was ever the staple 
of the avant-garde, the Cub- 
ists' sole preoccupation. 

This level of pleasure is 
kept up through the next 
few rooms, with more Cub- 
ism, then Dada, Surrealism 
and the Italian metaphysi- 
cals. Even Duchamp, with 
his ready-made “Bicycle 
Wheel” hardly spoils the 
party. Indeed the sculpture 
neatly demonstrates how 
early the actual object was 
elevated to the status of art 
- from tbe Boccioni bottle of 
1912 and Picasso's early 
assemblages, to Man Ray's 
“Gift” of a spiked flat-iron of 
1921, Dali's “Lobster Tele- 
phone”. Meret Oppenheim's 
fur-covered cup and saucer 
in the 1930s, and Cornell's 
trophy -boxes. 

Even so. good old paint on 
canvas or whatever is what 
takes the breath away - the 
magisterial Matisse, blue, 
black and white, or goldfish 
In a bowl: de Chirico’s classi- 
cal head and pink rubber 
glove; a group of Morandl, 
Carra. Picasso and le Corbu- 
sier. all from 1919. of jugs 
and bottles, tubes and 



Ballet/ Clement Crisp 

Obsessive passion 
without prurience 


Forget the academic argument, look at the pictures: Giorgio de Chirico's The Song of Love’ 1914 

Staple diet of the avant-garde 

William Packer admires the still lifes at the Hayward 


blocks; and from the 1920s. 
the two young Spaniards. 
Mirci and Dali, pots and pans 
again and a basket of bread 
respectively, of a nervous, 
febrile intensity worthy of 
Zurbaran. 

So far, so good. But then 
this is also an academic 
study of the modern still-life 
- which is where the non- 
sense starts. It is set out 
chronologically under nine 
tendentious headings of 
which “The World as Percep- 
tual Field". “Real Fictions 
(Dada)”, “The Mechanisms 
of Consumer Culture" and 
"Post-modern Simulacra" 
are fair examples. And with 
them come the truisms and 
swingeing generalisations. 

The exhibition's curator. 
Margit Rowell of New York, 
tells us that “a still-life often 


does not exist until the artist 
decides to constitute the 
model.” So the artist has to 
put a few things together on 
the table, and shift them 
about a bit? Really? “The 
process of selection", she 
goes on. “is traditionally 
influenced by the role cer- 
tain objects play In tbe con- 
text of a given society. 
Althougb the objects are rel- 
atively generic, as subjects 
they are not tuneless; their 
choice is dictated by their 
place ... in a historical and 
cultural fabric.” 

“Traditionally influ- 
enced"? A tradition bespeaks 
a passing-on of principle and 
practice, things understood 
and acknowledged. So are 
we to understand that artists 
traditionally discuss 
together what role their rela- 


tively generic bottle, or 
apple or piece of cheese now 
plays in the cultural fabric 
of their given society? 

B ut it is tradition- 
ally easy, and as 
unfair, to mock 
an earnest Amer- 
ican art histo- 
rian. Where we agree is that 
the artist makes his choice 
of object and, in so doing, 
makes that object his own. 
His purpose may be sym- 
bolic, narrative, experimen- 
tal, analytical or descriptive, 
and we take the result for 
what it is. As Rowell demon- 
strates. those results can be 
as beautiful and command- 
ing as anything in art. 

This show was not at first 
intended for a British audi- 
ence. and the only British 


artists represented are Rich- 
ard Hamilton and Tony 
Cragg. The absence of any 
other British artists, from 
Paul Nash and Bamberg to 
Sutherland, Freud, Paolozzi, 
Hockney, Hirst and Whiter- 
ead. is inexplicable, and the 
show is the poorer for it. 
And to have Johns, Warhol 
and Lichtenstein, and not 
Patrick Caulfield, as fine a 
painter of still-life as any in 
the past 30 years, is inexcus- 
able. As for Morandi, to have 
only one, and that an atypi- 
cal early piece, Is merely per- 
verse. 


Objects of Desire - the mod- 
ern still life: The Hayward 
Gallery, South Bank Centre 
SE1, anti] January 4; spon- 
sored by BMW in associa- 
tion with The Times. 


T he evening begins 
with a bold, thrill- 
ing image. A king 
has died. Through 
mist and shafts of light, his 
cort&ge moves beneath mas- 
sive architecture. As it dis- 
appears into the darkness, a 
young man is seen, holding a 
letter in triumph, leaping 
with joy. He is Piers Gaves- 
ton. recalled from exile by 
his lover, the newly crowned 
Edward R So starts David 
Bintley's Edward n, given 
by. ils Birmingham . Royal 
Ballet for the first time on 
Thursday night. (Bintley 
originally staged it in Stutt- 
gart two years ago.) 

Based upon Marlowe's 
play, in two ads, with a new 
score from John McCabe. 
fhi« is historical drama seen 
by sheets- of erotic lightning 
amid the darkness of politi- 
cal intrigue. It is lurid, and 
rather odd as ballet It is, 
inevitably, a homosexual 
tragedy, and Bintley’s best 
most compelling writing is 
In tbe love scenes between 
Edward and Gaveston, and 
these give the first act its 
purpose. An obsessive pas- 
sion is shown without pruri- 
ence and with entire convic- 
tion by Wolfgang StoHwitzer 
- who created the role of 
Edward in Stuttgart - and 
Andrew Murphy, who man- 
ages both the amorous and 
the petulant (always a dan- 
ger in the real world with 
people's boy-friends) with 
easy s kill - Both men dance 
admirably. Edward's rela- 
tionship with his Queen, Isa- 
bella, riven with anger and 
physical distaste, does not 
provide the same dance 
inspiration. Isabella remains 
throughout a dull and curi- 
ously blank personage (as. 
sad to say, does Sabrina 
Lenzi who plays her). 

The problem for Bintley 
has to do with making a 
struggle for power - the Bar- 
ons against Edward; Isabella 
against her husband - cho- 
reographically valid. He has 
an unerring sense of theatre, 
and In Peter J. Davison's 
superb sets, which loom 
menacingly and are lit splen- 
didly by Peter Mumford, the 
action is seamless. The first 
act finds its momentum in 
Edward’s passion for Gaves- 
ton. and reaches a juicily 
grand guignol ending as the 
king holds his dead lover's 
head, neatly packaged as 
what I took to be a haggis. 
Horrid, of course, but grip- 
ping. and grippmgly done. 
But, and it is no small but. 


there are the rebel barons 
and Isabella's machinations 
to contend with. Black-clad, 
and led by Joseph CipoUa's 
fierce Warwick, the aristos 
strut and gesture and swear 
oaths, and after a few 
momenta it all looks the 
sheerest rodomontade. So. 
too, does the second act 
scene at the French court 
inexplicably given in modem 
and hideous dress. (Are we. 
supposed to see parallels 
with today? Perir, as they 
say at court la pensee). 

J asper Conran, as cos- 
tume designer, provides 
the men with natty pas- 
tel suitings, more than 
r eminis cent of those in 
Lafm du jour. The plottings 
and posturings that attend 
Isabella's quest for revenge 
lower the emotional temper- 
ature. The hounding of 
Edward (and his new love, 
Hugh Despenser) seems less 
than urgent until we reach 
his death, which is very 
nasty indeed. Conran's cos- 
tuming, which veers towards 
dress-making rather than 
stage design, here corrupts 


the drama with sado-mas- 
ochistic exhibitionism. There 
■ is a modish look to gaolers 
and torturers - all straps 
and chains and unlikely 
menace - which makes 
Edward's horrific end voy- 
euristic and even lubricious. 
Bintley shows the death -as 
terrible. Conran’s outfits 
turn It -Into titillation for 
viewers having a fancy for 
this sort of romp. 

John McCabe's score 
sounds loud and suitably 
threatening; theatrically apt 
and convincing unflpr Barry 
Wordsworth’s baton. Petes J. 
Davison's design sustains 
the drama at every moment 
The ballet -is, r feel after a 
first viewing, too long: each 
act lasts nearly an hour. It 
aims! high- Bintley’s craft is, 
as ever, imaginatively sure 
and daring. Yet when the 
dramatic focus shifts from 
Edward, the urgency is gone. 
Here is a ballet which prom- 
ises to be as wrenching as 
Moyeriing, then loosens its 
grip on our feelings. 

At the Birmingham Hippo- 
drome. 



Aft&Bfeft’ Mur 

Sabrina Lenzi and Wolfgang StoHwitzer in 'Edward II’ 



■ AMSTERDAM 

CONCERTS 
Concertgebouw 
Tel; 31-20-675 4411 
National Symphony Orchestra: 
on tour in Europe, conducted by 
Leonard Slatkin. Programme of 
works by Beethoven. Foote, Ives 
and Gershwin; Oct 14 

DANCE 

Hot Muziektheater 
Tel; 31-20-551 8911 
Lander-Graham-Marin: National 
Ballet programme of four 
20th-century works - Etudes. 
Lamentation. Embattled Garden 
and Groosland; Oct 14, 15 

EXHIBITIONS 
Van Gogh Museum 
Tel: 31-20-570 5200 
Auguste Prdautt (1809-1879): 
Romanticism in Bronze. 75 
sculptures and medallions by the 
nonconformist whose works, 
during his lifetime, were regularly 
rejected by the Salon jury. This 
display includes important works 
produced during the 1830s and 


1840s: Slaughter, Ophelia and 
Silence; from Oct 17 

OPERA 

Het Muziektheater 
Tel: 31-20-551 8911 
La Traviata: by Verdi. 
Netherlands Opera revival of a 
staging by Alfred Kirch ner. 
conducted by Ralf Weikert; 
Oct 16 


■ BALTIMORE 

EXHIBITIONS 
Baltimore Museum of Art 
Tel: 1-410-396 6310 
A Grand Design: The Art of the 
Victoria and Albert Museum. First 
stop of a five-city North 
American tour. Consists of 250 
works of art ranging from 
Leonardo da Vinci's notebooks 
to shoes by Vivienne Westwood; 
to Jan 18 


■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-30-203090 

• Berlin Symphony Orchestra: 
conducted by Andreas Dells in 
works by Britten. Handel and 
Shostakovich; Oct 16 

• Deutsche Oper Orchestra: 
conducted by Christian 
Thielemann in works by 
Beethoven and Schoenberg. With 
violin soloist Elisabeth Glass; 

Oct f4 

• Philharmonie der Nationen: 
conducted by Justus Frantz in 
works by Brahms; Oct 15 

■ BRUSSELS 

OPERA 


La Monnaie Tel: 32-2-229 1211 
Otello: by Verdi. New production 
conducted by Antonio Pappano 
In a staging by Wrffy Decker. 
Cast includes Susan Chilcott as 
Desdemona: Oct 15. 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartofetti. Cast includes 
Maria Guleghina and Samuel 
Ramey; Oct 16 

• Peter Grimes: by Britten. 
Conducted by Mark Elder, 
making his Lyric Opera debut, in 
a staging by John Copiey. Ben 
Heppner sings the title role; Oct 
14. 17 

■ LONDON 
CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra 
Brass, conducted by Eric Crees 
in works by Bernstein, Brahms 
and Bach: Oct 16 

DANCE 

Labatfs Apollo, Hammersmith 
Tel: 44-171-416 6082 
The Royal Ballet: The Sleeping 
Beauty. Production by Anthony 
Dowell, with designs by Maria 
Bjomson; Oct 14, 15, 

16. 17 

EXHIBITIONS 
Hayward Gallery 

Tel: 44-171-261 0127 


Objects of Desire: The Modern 
Still Life. Exploring 20th century 
developments of a 400-year-old 
genre, this show ranges from 
Picasso and Matisse to 
Oldenburg and Warhol: 
previously seen in New York; to 
Jan 4 

THEATRE 
Barbican Theatre 
Tel: 44-171-638 8891 
The Ninagawa Company: in 
Shintoku-Maru, by Shuji 
Terayama, adapted by Rio 
Krshida; Oct 15, 16, 17 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in Mahler’s Symphony 
No. 3: Oct 16. 17 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion Tel: 1-213-972 8001 
Florencia en el Amazonas: by 
Daniel Catdn. Conducted by 
Roderick Brydon in a staging by 
Francesca Zambello. Cast 
includes Sheri Green awaid: 

Oct 15 


■ MUNICH 

OPERA 

Bayerische Staatsoper 

Tel: 49-89-2185 1920 
• Die Zauberfldte: by Mozart . 
Conducted by Hans Drewanz in 
a staging by August Everting, 
with designs by Jurgen Rose; 
Oct 17 


• The Love for Three Oranges: 
by Prokofiev. Conducted by 
Roberto Abbado, in a staging by 
Juri Ljubtmow, with designs by 
David Borowsklj; Oct 16 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 

• New York Philharmonic: 

conducted by Kurt Masur in 
works by Mozart and Franck. 
With pianist Helen Huang and 
New York Choral Artists directed 
by Joseph Flummerfett; Avery 
Fisher Hail; Oct 14 

• New York Philharmonic: 
conducted by Neeme J&rvi in 
works by Thomson. Tchaikovsky 
and Mendelssohn. With tenor 
Richard Clement and violin 
soloist Tasmin Little; Avery Fisher 
Hall; Oct 17 

EXHIBITIONS 
Brooklyn Museum of Art 
Tel: 1-718-638 5000 
Monet and the Mediterranean: “It 
is so beautiful here, so bright, so 
luminous! One swims in blue air; 
it is frightening!” wrote Monet 
from Cap d'Antibes in 1888. 
Bringing together more than 70 
works, this exhibition presents 
the fruits of several journeys 
made by the painter to the 
Italian and French Rivieres in the 
1880s. to Venice In 1908; to 
Jan 4 

Museum of Modem Art 

Tel: 1-212-708 9480 
Egon Schiele (1890-1918): The 
Leopold Collection, Vienna. 
Around 150 works by the 


Austrian Expressionist dating 
from 1905 through 1918; to 
Jan 4 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Marion: by Massenet Revival 
of a staging by Jearv Pierre 
Ponnelle; Oct 15 

• Turandot: by Puccini. Revival 
of a staging by Franco Zeffirelli; 
Oct 14 

New York State Theater 
Tel: 1-212-870 5570 

• La Traviata: by Vertfi. Revival 
of Renatta Sections New York 
City Opera production, 
conducted by Emmanuel Joel; 
Oct 14 

■ PARIS 

CONCERTS 

Opdra National de Paris, Opdra 
Bastille Tel: 33-1-4473 1300 - 
Orchestra de I ’Opera National de 
Paris: Georges PrStre conducts ' 
works by Wagner and Mahler 
Oct 16 

Theatre des Champs Bys6es 
Tel: 33-1-4952 5050 

• St. Petersburg Philharmonic 
Orchestra: conducted by Youri 
T emfrkanov in works by 
Shostakovich. With violin soloist 
Viktor Tretyakov; Oct 14 

• SL Petersburg Philharmonic 
Orchestra: conducted by Youri 
Temirkanov In Shostakovich’s 
Symphony No. 7; Oct 15 

DANCE 

Op6ra National de Paris, Palais 
Gamier Tel: 33-1 -43439396 . 


Pare Opera Ballet in Swan Lake; 
Oct 15, 16, 17 

OPERA 

Opera National de Paris, Opera 
Bastille Tel: 33-1-4473 1300 
Aufstleg und Fan der Stadt 
Mahagoriny: by Kurt WeHl. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 15 

Op6ra National de Paris, Palais 
Gamier Tel: 33-1-4343 9896 
Pelteas et M&isande: by 
Debussy. Conducted by James 
Cordon In a staging by Robert 
Wilson. Cast includes Dawn 
Upshaw; Oct 14 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
E urope can be received in 
western Europe on mediizn wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV. 
Monday to Friday; Central J . 
European Time: 

• NBC/Super Channel. 

07.00: FT Business Morning . - 

10XH3: European Money Wheat 
Nonstop live coverage uhtil 15.00 
of European business and' the 
financial rnarkks. 

17- 30: Financial Times Business 

Tonight ‘ ‘ 

■'# CNBC , 

08.30: Sguawk Box 
10JX): European Money Wheel 

18- 00: Ffo&rkzal Jhries Business 
Tonight 
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Martin Wolf 


The great disruption 


E ven for conserva- 
tive thinkers, the 
femily is a divisive 
issue. Some thinir 
free choices cannot be a con- 
cern of the state. Others 
bewail the lost stability of a 
generation ago. The worry 
is understandable. But the 
state can do little, except 
avoid making bad worse 
In the UK, the divorce 
rate tripled between 1350 
and 1993. Over the same 
period, the proportion of 
babies born to unmarried 
mothers rose from 5 to 30 
per cent. By 199*95, 20 per 
cent of British children were 
with a lone mother - up 
from just 6 per cent in 1972. 
Confronted with so pro- 
found a revolution, one Brit- 
ish politician, the former 
Tory cabinet minister Mich- 
ael Portillo, argued last 
week for tolerance of lone 
parents and never-married 
couples. 

Within a generation, the 
idea that marriage is a bind- 
ing life-long commitment 
and the only acceptable way 
to bring up children tig s 
become as dead as the dodo. 
Intact nuclear families exist 
But their survival reflects 
not legal constraints and 
social norms, but an act of 
will by both partners. 

Never backward in tack- 
ling a big theme, Francis 
Fukuyama - notorious for 
describing the collapse of 
the Soviet Union as marking 1 
"the end of history” - calls 
family breakdown “the 
great disruption.".* 

Certainly, the transforma- 
tion in the family - the rise 
in divorce and the increas- 
ing proportion of lone- 
parent households and of 
births out of wedlock - is 
visible throughout the west. 

The transformation is 
most advanced in Scandina- 
vian and Anglo-Saxon coun- 
tries. Other European coun- 
tries lag behind, but trends 
are in the same direction. Of 
advanced countries, only 
Japan stands out. There, 
divorce rates and rates of 
birth outside wedlock are 
both low and stable. 


More divorce, more unmarried mothers — the breakdown 
beyond the control of governments. Damage limitation is 


of the family is 
the best option 


The question is why this 
should have happened so 
quickly and In so many 
countries. The answers, Mr 
Fukuyama suggests, lie in 
the pill and in jobs for 
women. Reproductive free- 
dom and economic indepen- 
dence were the midwives of 
revolution. 

As late as the 1950s. more 
than 60 per cent of US 
brides were pregnant at the 
altar. The idea that a mqn 
had to marry a woman he 
had made pregnant was uni* 
vereally held. The advent of 
the pill and abortion means 
that responsibility for the 
consequences of sex increas- 
ingly fall on women. 

Still more important is 
the possibility for women to 
earn money. In the US, the 
ratio of median female to 
median male incomes has 
risen from about 30 per cent 
in the mid-1960s to close to 
35 per cent in 1995. The ratio 
is higher still among Afri- 
can Ameri cana , at close to 
70 per cent Between 1973 
and 1996, the proportion of 
US women between the ages 
of 15 and 64 in employment 
rose from 48 per cent to 68 
per cent. Over the same 
period, the proportion of 
men in employment fell 
from 83 per cent to 77 per 
cent in 1983, before rising 


again to 82 per cent in 1996, 
while their earnings became 
considerably more unequal 

In the UK, the proportion 
of women in employment 
has risen from 53 per cent in 
1973 to 64 per cent in 1996. 
But for men the ratio has 
fallen, from 90 per cent In 
1973 to 78 per cent in 1996. 
As in the US, male earnings 
have become more unequal 

The chart shows there 
was a close - if imperfect - 
relationship, across coun- 
tries, between in crease in 
women in the labour force 
and changes in divorce 
rates. The same, notes Mr 
Fukuyama, is true for 
women in work and births 
out of wedlock. 

Marriage is an economic 
institution. The changes 
described by Mr Fukuyama 
have inevitably transformed 
the contract A woman can 
limit the number of her chil- 
dren, thereby controlling 
the demands of child- 
rearing. She can secure 
resources from work. Both 
changes increase her 
choices and her bargaining 
power. The collapse in the 
earning opportunities of 
unskilled men farther 
strengthens the power of 
their potential partners. 

With women more inde- 
pendent, men have changed 


More jobs for women mean more'i&vor^i 
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too. Serial polygamy has 
become a socially approved 
option. At the bottom of (he 
income distribution this 
means casual relationships. 
At the top, it means that 
“American corporate execu- 
tives have their wives and 
children serially rather than 
simultaneously, as in the 
case of Ottoman Pashas or 
Chinese Mandarins.” 

Mr Fukuyama downplays 
two other explanations far 
the transformation of the 
family. One Is an autono- 
mous change in social 
norms. He sticks - persua- 
sively - to the Marxist idea 
that such a massive shift is 
more likely to be driven by 
technological and economic 
forces than just come from 
nowhere. The second is the 
rise of the welfare state. In 
favour of his argumoit in 
downplaying this - often 
seen as a central explana- 
tion for the decline of the 
family - one strong piece of 
evidence can be adduced: 
the transformation of the 
family is most advanced in 
the Anglo-Saxon and Scan- 
dinavian worlds, polar oppo- 
sites in terms of welfare. 

Neither social norms nor 
the welfare state is irrele- 
vant. Again, one US analyst, 
William Galston, suggests 
that perhaps 15 per cent erf 
family breakdown can be 
attributed to welfare pro- 
grammes. The welfare state 
must be particularly impor- 
tant in explaining tha 
increase in never-married 
lone mothers. It seems 
implausible that such a 
choice could work at all 
without welfare benefits. 

The fundamental question 
is whether thin transforma- 
tion in thp family is a mat- 
ter for concern. There are 
three good reasons for 
believing it is. 

The first is that the 
resources available to a two- 
parent family are normally 
considerably greater than 
those available to lone par- 
ents, except when the maw 
does not earn or the welfare 
state intervenes. The second 
is that there is much evi- 


dence of the damage done to 
children by family break- 
down. The third is that 
adult men play a particu- 
larly important role in soci- 
alising and controlling ado- 
lescent males, the most 
disruptive calme-proae 
group in dll societies. 
Indeed, the Uuk between 
race and crime in the US 
disappears once family 
structure - in particular, 
the absence of adult men in 
most Afro-American fami- 
lies - is accounted for. 

• The free choices of men 
and women have what econ- 
omists ran "negative exter- 
nalities” on society, c hiefly 
via their impact on children. 
Mr Fukuyama complains 
that the ability of society to 
cooperate harmoniously is 
impaired. While this is gen- 
erally unpersuasive, it may 
well be true at the bottom of 
society, where crime is a 
significant social problem. 

Yet within modem west- 
ern societies committed to 
equality none of the funda- 
mental changes can be 
rolled back. Mr Portillo was 
sensible to recognise this. 
Governments can merely 
avoid making thing s worse. 

They can try to make 
fathers bear financial 
responsibility for their chil- 
dren. They can avoid wel- 
fare policies that favour 
lone parents over poor cou- 
ples. They can avoid creat- 
ing incentives for mothers 
to sever relations with 
fathers. They can increase 
resources available to all 
families with children. 

Marxists used to declare 
that the point was not to 
understand the world, but 
to change it But to under- 
stand the forces driving the 
changes in the family is to 
realise they cannot be 
changed. What is needed, 
instead, is to minimise dam- 
age done along the way. 


* Francis Fukuyama, The 
End of Order (London: The 
Social Market Foundation, 
September 19971 


Martin. W6lf@FT.com 
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Fed’s policy of convincing bluff 
rather than ‘tolerant vigilance’ 


From Mr Walter Sumners. 

Sir, I was surprised that 
your i pacing article “The 
choice for the Fed" (Septem- 
ber 30) on Alan Greenspan’s 
performance ignored its 
theatrical aspect Since the 
be ginning of 1935- the Fed 
rate has been changed five 
HmpQ- On the first occasion, 
at the beginning of 1995, a 
0.5 percentage point rise was 
announced after the three- 
month market rate had 
already risen. Far from 
responding to this signal, the 
three-month rate immedi- 
ately began a year-long 
descent with three succes- 
sive quarter-point cuts in the 
Fed rate straggling quite 
noticeably after it 

The only apparent attempt 
by the Fed to lead was the 


fifth and last move in April, 
taken after a year of stable 
short-term rates. Thisquar- 
ter-point rise has been 
totally ignored by the mar- 
ket While the Fed Tate went 
up from 5.25 to 5.5, the tlu^ 
month rate has fallen from 
5.3 to 5. In the light of this, it 
would be most surprising if 
a further rate rise were 

soon. The Fed’s 
policy, I suggest, is sugges- 
tive less of “tolerant vigi- 
lance” as of seemingly con- 
vincing bluft. 

Similar remarks apply to 
the Bundesbank- The Ger- 
man three-month rate gener- 
ally follows the Repo rate 
quits closely (or vice versa). 
Since the change downwards 
last August, however, the 
three-month rate has been 


persistently above the Repo 
rate and since July has 
steadily gone up. The new 
revision, of the Repo rate is 
merely catching up with 
this. 

The situation in Britain is 

identical. The base rate has 
has been revised upwards 
four times since November, 
systematically lagging the 
three-month market rate for 
Treasury Bills. The current 
position Indicates the possi- 
bility of a rise in base rates, 
but it is perhaps more likely 
that the market wHL signal 
to the Bank that it is time 
for convergence 


Walter Stanners, 

49b Fen End, 

Over, 

Cambridge CB4 5NE, UK 


Sad to see the Queen’s 
En glish fall by the wayside 


From Mr Steve McGiffen. 

Sir, Perhaps it was the fact 
that the Labour party has 
become such an embarrass- 
ing clone of Clinton's Demo- 
crats that caused it; or per- 
haps it was an unconscious 
word association based on 
the precipitous national 
decline that such a move 
would bring about 

Either way, I was sad- 
dened to read in Robert 
Peston’s article “The long 
and different road” (October 
4-5) on New Labour that 
Tony Blair’s announcement 


that sterling will soon join . 
Emu win take place “later 
this fall”. Later this what? 
Britain may be about to sur- 
render what's left of her 
democracy and indepen- 
dence, but to see our version 
of the English language 
mitering the autumn of its 
days is sad indeed. 


Steve McGiffen, 
editor. 

Spectre Magazine, 
BP5, 8x146, 
rue Belliard 79-113, 
1047 Brussels 


Shop when 
you get there 


From Mr Peter Verstage. 

Sir, If it is to be continued, 
why not allow duty-free 
shopping at the airport of 
arrival instead of at the air- 
port of departure? That way. 
ah-iinea would save the extra 
ftiel consumed by needlessly 
transporting thousands of 
tons of goods around the 
world, and air travel would 
be made safer on account of 
fewer bottles falling out of 
the overhead lockers. - 


Peter Verstage, 

21 Fentiman Road, 
London SW8 1LD, UK 


Shareholder value and wisdom of buy-backs 


From Mr Ian Kennedy. 

Sir, Lex is quite correct 
(“Sale and buy back", Octo- 
ber 1) to counsel against 
share buy-backs in every 
circumstance, as investing 
in good growth opport uni ties 
will usually create most 
shareholder value. 

However, this does not 
mean that in low growth sit- 
uations such as the ones 


mentioned in the article, 
buy-backs necessarily repre- 
sent the best allocation of 
spare cash. The wisdom of 
this decision will depend on 
whether the shares pur- 
chased represent a good 
investment on behalf of the 
remaining shareholders: that 
is, tbe price paid Is below 
the intrinsic value of the 
business. 


If this is not the case, the 
directors will be destroying 
shareholder value and would 
be better advised to hand the 
cash back to all shareholders 
in some other way. 


Ian Kennedy, 
Tbe OM. Rectory, 
Fouls ham, 
Norfolk 
NR20 5SF, UK 
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E ight years ago, 
borne by a rising 
tide of nationalism 
that was to destroy 
the old Yugoslavia, Slobodan 
Milosevic descended by heli- 
copter into a field in 
southern Serbia to whip up a 
crowd of lm fervent Serb 
supporters. 

Now, after the same people 
delivered a stinging rebuff to 
bis ruling Socialists at the 
ballot box, the president of 
the new - diminished - 
Yugoslavia Is holed up in 
Belgrade’s White Palace 
where the dictator Tito once 
held sway. 

Mr Milosevic's last public 
statement was an appeal to 
voters to back his man for 
Serbia’s presidency an Octo- 
ber 5. They didn’t No longer 
loyal to their old ruler, 1.7m 
people - about a quarter of 
the electorate - did, how- 
ever, remain faithful to their 
nationalist views: they gave 
a narrow majority to Serb- 
ia's ultra-nationalist Radical 
party leader Vojislav Seselj, 
a man considered by the 
west to be even more 
unwholesome than Mr 
Milosevic himself. 

Mr Seselj, once a Milosevic 
protegd who led paramilitary 
units during the wars in 
Croatia and Bosnia, was 
only denied electoral victory 
because the turnout Ml just 
short of the required 50 per 
cent As a result Serbia has 
been plunged into a constitu- 
tional crisis and is bereft of a 
president until fresh 
elections are held. 

But the law gives no time- 
table for a rerun. Adding to 
the sense of chaos, no party 
has a majority in pa rliament 
after separate elections last 
month in which the Radicals 
more than doubled their 
number of seats and the rul- 
ing Socialist coalition lost 19. 

But Mr Milosevic is known 
as a political survivor. Some 
of his opponents, who dem- 
onstrated for three months 
through Belgrade’s freezing 
streets last winter, may 
sense the regime is crumb- 
ling. Commentators, how- 
ever. say it is too early to 
write his political obituary. 

“Milosevic feels like a fish 
in water in this chaotic situ- 
ation.” says Laslo Sekelj, a 
sociologist with the Institute 
of European Studies in 
Belgrade. "He is a genius of 
destruction.” 

There is no doubt that sup- 
port for Mr Milosevic has 
fallen sharply over the past 
five years, but the standing 


Milosevic hopes 
chaos in Serbia will 
boost his power, says 

Guy Dinmore 



Slobodan Milosevic: ‘genius of destruction* 


of opposition politicians is 
equally low. “Serbia's politi- 
cians have performed cata- 
strophically,” Mr Sekelj 
says, alluding to the acrimo- 
nious collapse of the ironi- 
cally named Zajedno 
(Together) coalition. 

The appeal of Mr Seselj's 
simplistic social demagogu- 
ery and anti-US nationalism 
could be temporary. “Voters 
punished the other opposi- 
tion parties by voting for 
Seselj." says Predrag Static, 
director of Belgrade's .Insti- 
tute of International Politics 
and Economics. “It was not a 
true Indication of his sup- 
port. In a different frame- 
work be would not do so 
welL" 

Belgrade's ousted mayor 
and Democratic party leader, 
Zoran Djindjic, hopes to fill 
the vacuum in the political 
centre at the bead of a new. 
alliance. Having led a cam- 
paign to boycott the latest 
polls, Mr Djindjic is fishing 
for a joint candidate to run 
for Serbian president when 
that election is. eventually 
repeated. 

The name most mentioned 
is Milan Panic, the Serbian- 
born head of California- 
based ICN Phar ma ceu ticals, 
who served briefly as Yugo- 
slav prime mfo ister and r an 
unsuccessfully against Mr 
Milosevic in 1992. Mr Panic 


is due in Belgrade this week. 

But, for the moment, 
attention is focused on Mr 
Milosevic's next move. “The 
power is where he is,” says 
Mr Sekelj. Mr Milosevic, 
though in theory merely a 
state figurehead, controls 
the army, police, official 
media, economic monopolies 
and his own party's consid- 
erable infrastructure. 

Mr Seselj has proposed a 
grand coalition, with the 
Radicate being given the 
post of prime minister or 
speaker. Negotiations on 
forming such a coalition 
may rest an the outcome of 
presidential elections else- 
where: in tiny Montenegro. 

Montenegro is the only 
other republic that has 
stayed with Serbia In the 
wake of the bloody break-up 
of tbe old Yugoslavia. A first 
round earlier this month 
was inconclusive and a run- 
off Is to be held on October 
19 between the incumbent, 
Momir Bulatovic, a Milos- 
evic protege, and Milo Dju- 
kanovic, his reformist rival 
and the current prime minis- 
ter. 

Should Mr . Bulatovic 
remain in office, Mr Milos- 
evic would have an ally in 
Montenegro. This might 
enable him to concentrate 
power in his. own hands by 
using Serbia's political disar- 


ray to shift power from 
Serbia to the federal presi- 
dency of the combined 
Serbia and Montenegro. Mr 
Milosevic could then allow 
elections to proceed for Serb- 
ia’s president and parlia- 
ment safe in the knowledge 
that true power lay 
elsewhere. 

Such an unstable and 
unpredictable situation is 
deeply worrying for the 
international community. 
The west is anxious to pre- 
serve a shaky peace in 
neighbouring Bosnia and 
fearful of a fresh Balkan war 
erupting in Serbia’s 
southern province of Kosovo 
where an ethnic Albanian 
majority is demanding 
autonomy or outright 
independence. 

Hopes of stability have not 
been helped by the upsurge 
of nationalist sentiment in 
Serbia which nudged Mr 
Seselj to within an Inch of 
victory. Belgrade commenta- 
tors say western govern- 
ments may be farced to re- 
examine their policy of 
an “outer wall” 
of sanctions on Yugoslavia, 
which bars it from access to 
international institutions 
and finance. 

“The United States is help- 
fog Slobodan Milosevic in 
his politics erf destruction,” 
says one commentator who 
beheves the sanctions have 
helped wipe out Serbia’s 
middle class and boost sup- 
port for the Radicate of Mr 
Seselj. 

Mr Seselj is frank about 
his long-term goal of creat- 
ing a Greater Serbia that 
would swallow up Montene- 
gro, chunks of Bosnia. Croa- 
tia and even Macedonia. A 
celebratory cake he cut after 
the recent -election was fash- 
ioned in the shape of those 
new borders. Robert Gel- 
bard, the US special envoy to 
the Balkans, recently 
denounced Mr Seselj 85 a 
“fascist” and said Washing- 
ton could not work with 

him. 

This has played right into 
the hands of Mr Milosevic. 
Diplomats say he is now 
brandishing the threat of 
President Seselj in order to 
persuade the international 
community to lift sanctions. 

The west may find Mr Mil- 
osevic distasteful, but most 
regard, the possibility of 
Serbia under Mr Seselj as a 
far more frightening pros- 
pect Mr Milosevic may be 
down. But he certainly isn't 
out. 
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Hot debate 
on warming 


US lobbyists who say that 
one-sided measures to - curb 
global warming could make 
their industries uncompetitive 
have a point. Their argument is 
unashamedly self-interested. 
But it gets to the heart of the 
difficulty that wQl be fa™** by 
the world conference on climate 
change in Kyoto, Japan, in 
December. 

Every nation wants to 
prevent the floods, storms and 
droughts that climate scientists 
believe could result from a 
continued increase in the 
earth's temperature as a result 
of greenhouse gases. But find- 
ing an equitable way of sharing 
the bill looks increasingly diffi- 
cult. 

US Industry fears that it could 
lose out to the Third World. US 
motorists are addicted to cheap 
petrol. Japanese energy users 
say they have already spent 
much more than their competi- 
tors on improving efficiency - 
mainly in response to the oil 
price rises in the 1970s. Mean- 
while European countries pro- 
pose tough targets that reflect 
the fact that they are already 
scrapping coal-burning plants. 

To find agreement in such dis- 
cord. the Kyoto conference will 
need to consider some untidy 
solutions. First, it is already 
clear that a single target for 
reducing carbon dioxide emis- 
sions will be hard to agree and 
impossible to enforce. The EU 
has suggested a 15 per cent 
reduction between 1990 and 
2010. Japan has been talking of 
a cut of 5 per cent, hi the US, a 
buoyant economy and difficult 
politics makes a zero increase 
from 1990 levels seem ambi- 
tious. 

The Kyoto meeting has more 
chance of success if it seeks a 


formula of equality of effort, a 
pledge by each nation to do 
what it can may produce better 
results than a target that is 
widely ignored. 

Second, schemes must, as far 
as possible, make economic 
sense for other reasons - 
improving energy efficiency, for 
example; or reducing smog; or 
easing traffic congestion; car res- 
cuing Chinese agriculture from 
acid tain. 

Third, governments must 
make it clear that carbon taxes, 
where appropriate, will not 
raise the overall burden of taxa- 
tion. If this is done, the cost to 
national incomes will be minim- 
ised. 

Fourth, every effort must be 
made to encourage a world mar- 
ket in tradeable pollution certif- 
icates. These would allow indus- 
trial companies to meet national 
targets for reduced emissions by 
helping to clean up pollution in 
another - perhaps Thirtl World 
- country. 

Such a scheme operates suc- 
cessfully within the US (for con- 
trolling sulphur dioxide emis- 
sions). There are formidable 
difficulties to extending the idea 
internationally. But there could 
be two big advantages: coopera- 
tion from the Third World and 
reduced cost 

A vigorous trade In pollution 
certificates could in principle 
cut the cost of controlling 
greenhouse gases by half. It 
would involve transfers from 
rich to poor nations, but this 
need not be large compared 
with present aid flows. 

Like an successful trading, it 
must exploit the self-interest of 
both sides. And that, rather 
than high morality or the impo- 
sition of global rules, is what 
Kyoto must be all about 


Euromergers 


The managers of the companies 
formed by the European merger 
wave will need luck and skiff to 
avoid destroying value- So 
much is common to~ all Big 
mergers, and the companies 
planning to jump on the Euro- 
pean bandwagon will not be 
deterred. But the current style 
of corporate restructuring may 
not be what Europe needs. - . 

French defence apart, the 
deals proposed in the last few 
days - in financial services, 
building materials and publish- 
ing - are largely broadening 
rather than, deepening. They 
add one company's geographical 
coverage or product line to 
another’s, with little overlap. 
The combined company is much 
bigger and broader than either 
of its two predecessors. 

The alternative approach is 
less glamorous, and less popu- 
lar. It consists of merging the 
revenues of two overlapping 


operations, and dispensing with 
the costs of one of then. These 
transactions eliminate thou- 
sands of jobs; but can be 
extremely profitable: " * r 

In Europe’s current condi 
tions, . however, such job- 
destroying mergers are disliked 
both by governments and by the 
managers of the acquired com- 
panies. They can rarely be 
achieved cm an agreed basis. 

In creating giant businesses 
by agreement, therefore, the 
European merger wave is stor- 
ing up tensions for the future. 
At some point, the cost savings 
from merging overlapping busi- 
nesses wifi become too great to 
ignore. But the companies car- 
rying out such transactions will 
be the pan-European monsters 
created in the current search far 
breadth. The political fall-out of 
their belated search for cost 
cuts, when it comes, will be cor- 
respondingly greater. 


Pro Prodi 


Italy’s politicians face a feteful 
choice - either a fresh lease of 
life for the centre-left coalition 
[ of Prime Minister Romano Prodi 
or a new election, one that will 
more or less determine whether 
their country makes an early 
entry into European monetary 
union. Either way, Italy’s part 
) ners and friends have strong 
reasons to hope Mr Prodi comes 
out on top. 

Since the old left of the mis- 
named Reconstructed Commu- 
nism announced last Thursday 
| that it would torpedo the gov- 
ernment's 1998 budget. Presi- 
dent Luigi Scalfaro has been 
■ scurrying around to try to bring 
the rebel RC back into a deal 
with Mr Prodi's Olive Tree 
coalition. But the latter has set 
tomorrow as the deadline for 
these negotiations, because in 
the event of failure, new elec- 
tions must be held speedfly so 
that a 1998 budget can be passed 
before 1998 arrives. 

It is fashionable to say gov- 
ernments do not really matter 
! these days, and to cite In evi- 
dence of this the case of Italy, 
which prospers despite the 
I chaos in Rome. But govern- 
ments are . still important, and 
will remain so even in Emu. 
The single currency will be run 
, by a federal central bank, but 
all supporting economic and fis- 
cal policies are to stay largely in 
national governments' hands. 

1 The stability of these govern- 
ments is therefore important 
Indeed, one of Germany’s main 
reservations about early Italian 
I participation in Emu is the 
“ungovernability’' of Italy. 

Mr Prodi has patently not 
been able to make Italy more 
; governable; his 18 months in 
government is only slightly lon- 
ger than the average tenure of 


post-war premiers. But he has 
built up an unusual stock of 
political credibility by reducing 
inflati on and deficits and bring- 
ing Italy to the point of qualify- 
ing far Emu. 

In the past few days, he has 
reinforced this credibility by 
standing firm on his 1998 budget 
and pension reform; many 
lesser politicians anywhere, but 
particularly in Italy, would have 
scurried to meet the RC half 
way. It is tempting to believe 
that Mr Prodi could now hand- 
somely capitalise on his credi- 
bility in a new election. 
Denouncing the dinosaurs of 
the RC and raising high the 
standard of Europe might seem 
a winning strategy, as a recent 
opinion poll suggests. 

But such are the vagaries of 
the Italian political system that 
neither conventional left nor 
right is sure of a working major- 
ity, when the self-centred North- 
ern League can count on many 
seats for Itself. 

The worst outcome would be 
an inconclusive election, with 
Italy drifting without a govern- 
ment into 1998 and the financial 
markets beginning to panic. 
This- would send into reverse 
the present virtuous cycle of 
lower interest rates that have 
allo wed fester deficit and debt 
reduction. 

The best hope is thus that Mr 
Prodi can patch up his coalition, 
as last night he seemed confi- 
dent of doing, thanks to the 
RC's apparent second thoughts 
about backing down- the Olive 
Tree. He should take this 
course, however, only if he can 
achieve a deal without damag- 
ing his principles. If such a bar- 
gain cann ot be achieved, Mr 
Prodi might do better with an 
election after alL 


A n extraordinary rush 
of European takeover 
announcements yes- 
terday offered graphic 
evidence of the scale 
of pan-European consolidation. 

At one extreme was the £23bn 
merger between Guinness and 
GrandMet, the British drinks 
groups, consummated with the 
grud gin g approval of LVMH of 
France. And at the other was the 
£L3m acquisition of a stake in 
Slavia Prague, the Czech football 
club, by Enic, a London-based 
investment company. 

In between were a £i.7bn bid in 
the world of building materials 
the creation of the world's largest 
scientific publishing group and 
no less than three cross-border 
deals in financial services (see 
below). 

Yet it is by no maans clear that 
European business will benefit in 
the long run from ah thin frantic 
activity. Academic research in 
the US suggests that takeovers 
have only about a 5<fc50 chance of 
success. And that is in a coherent 
national market. What distin- 
guishesnearly all the current 
deals is that they are cross-bor- 
der arrangements. In Europe, 
centuries-old cultural divisions 
mean that successful deals axe 
even harder - though by no 
means impossible - to pull off. 
How widespread, then, will the 
building of genuinely pan-Euro- 
pean companies become? 

To judge by the forces driving 
cross-border diversification, such 
companies are likely to become 
widespread. For some national 
firms the imminent creation of 
European economic and mone- 
tary union is helping to concen- 
trate minds. For many others it 
is the sight of US and east Asian 
rivals attacking European mar- 
kets ever more aggressively. 

Buoyant stock markets are pro- 
viding finance for even the most 
ambitious plans. Acquisitions 
have become common in France, 
Germany, Italy and other Conti- 
nental nations that once scorned 
‘'Anglo-Saxon” corporate finance. 
European mergers and acquisi- 
tions have reached more than 
$280bn in value already this year 
(including proposed deals), com- 
pared with $253bn last year and 
$148bn at the previous peak in 
the 1980s, according to Acquisi- 
tions Monthly, a specialist maga- 
zine. Just under half have been 
cross-border deals. 

So what are the justifications 
for this activity? Many compa- 
nies seek economies of scale. 
They hope to cut costs, notably 
in group-wide services such, as 
head office aifnrinig ha tinn . Hie 
potential is there in financial ser- 
vices deals, such as the proposed 
Generali -A GF transaction. Com- 
panies can also pool distribution 
networks to considerable effect, 
as Reed 1 “Elsevier' and Wolters 
Khiwer are considering doing in 
publishing and as Guinness and 
Grand Met hope to do in drinks. 

Cost cutting, when it works, is 
a benefit for any merger, purely 
domestic or international Cross- 
border deals also help securing 
wider market access. For exam- 
pie, for Lafarge of France, the 
UK’s Redland would bring access 
to new markets in the US, the UK 
and developing countries in east- 
ern Europe - as well as new 
products such as tiles. “Globali- 
sation and consolidation are driv- 
ing these deals," says Stephen 
Barrett, head of corporate finance 
at KPMG, the accountants. 

Mr Roger Abravanel, of the 
Milan office of McKinsey, the 
management cons ultan ts, argues 
the same economic farces which 
reshaped British industry in the 
1980s are now working in Conti- 
nental Europe. "The UK had Mrs 
Thatcher. Now global competi- 
tion is forcing France. Germany 
and Italy to restructure.” 

All the same, today's dealmak- 
ers are no more assured of suc- 
cess than those of the past, as the 
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Arranged marriages 

Pan-European mergers are all the rage. Stefan 
Wagstyl considers what may be driving them 



recent demerger of Hanson, the 
leading UK conglomerate built in 
the 1980s, shows. According to a 
recent study of US mergers by 
Mercer Management Consulting, 
57 per cent of all large deals since 
the mid-1980s delivered returns 
below the Industry average three 
years after completion - hardly a 
ringing endorsement of M&A 

There is no comparable recent 
study of European mergers. But 
many experts think the results 
would be similar. The difficulties 
of cross-border deals in Europe 
are greater than within the US 
because of the region's cultural 
complexity. These difficulties are 
ebbing slowly: the spread of 
RngUgh as a business language 
'and of computer technology is 
making European cross-border 
Hwih easier to manage. But they 
remain. 

The potential rewards, how- 
ever, are also bigger, as Euro- 
pean companies, long operating 
in protected or semi-protected 
markets, offer more scope for 
cost-cutting. As one corporate 
financier says: “European compa- 
nies tend to prepare very care- 
fully for their deals. They are 
mainly consolidating within their 
industries buying companies 


they already know. These are not 
opportunistic buyers.” 

The upshot is that everything 
depends on impie m ent a Bnn — as 
a handful of successful pan-Euro- 
pean companies have shown. 
They include ABB. the Swiss- 
Swedish engineering group, 
formed from a merger between 
Swiss and Swedish rivals in 1989; 
the $90bn union of Sandoz and 
Ciba, the Swiss drugs companies, 
to create Novartis; and the take- 
over by Commercial Union, the 
UK insurer, of Groupe Vlctoire of 
France. 

However, plenty of other exam- 
ples highlight pitfalls in big deals 
in Europe. The merger of Swe- 
den's Pharmacia and Upjohn of 
the US started with high hopes 
when the new company set up a 
headquarters in London to stop 
any American-Swedish rivalry. 
But the US and Sweden retained 
important administrative centres, 
so the deal failed to generate the 
expected benefits. The chief exec- 
utive of the combined company 
left on its disappointing perfor- 
mance. 

Bids and deals have become 
essential weapons in the Euro- 
pean corporate armoury. But few 
have wielded them successfully. 


Borderline on 
Europeanisation 
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W ith economic and mone- 
tary union less than 15 
months away, closer 
integration of Europe's finan cial 
sector looks inevitable. To some, 
at least. They think new markets 
for financial products can be 
opened up by cross-border inte- 
gration and costs can be saved - 
especially the high costs of infor- 
mation technology investment. 

Moreover. European Union 
regulations permit financial 
institutions to expand freely 
across borders, allowing them 
either to set up shop in another 
country or sell directly from 
their home base. 

The reality, of course, is differ- 
ent In retail finance (though not 
wholesale businesses), cross-bor- 
der selling of financial products 
remains limited, qnfi ambitious 
plans to build pan-European 
financial conglomerates, like 
Credit Lyonnais’s disastrous 
acquisition spree in the 1980s, 
have hit the rocks. “Who has 
been successful in Europe? 
Nobody.” says Philip Langguth, 
a financial services consultant 
with the Mitchell Madison 
group. One European insurer 
argues that “most companies 
which have expanded overseas 
have lost money. It is essentially 
a strategy adopted by weak com- 
panies seeking to protect them- 
selves." 

Why has cross-border diversifi- 
cation been so hard? One expla- 
nation is the persistence of local 
protective regulations. European 
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sweet white dessert wine, where 
he has wan aver some of the 
family shareholders. Perhaps a 
celebratory stiff drink oyer the 
R irirniPM O ranilMp t deal is in 
order, then battle wfl] co ntinu e 
in earnest • 


Half holiday > 

■ America seems unable to 
makeujpits "find about 
Columhus Day. The crowds 
dancing down New. York's Fifth 
Avenue, and the closed schools 
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procfelxoed it was a public 
holiday-OBut anWall Street : - 
while the world's largest bond 
market took a resettle world’s 
■ largest stock market next door 
traded as ‘usuaL^ Seme of 
corporate Americas leviathans, 
sudi as Travelers Group, even 
issued Jesuits. • 

CoJumbas has become a 
controversial ^ure in recent /: 
years, with some political groups 
objecting to the holiday! And the 
second Monday of October is an 
Odd time lor a break, coming 
mid-way between the ranch- 
mere widely observed Labor Day • 
in earfy Sejrfember. and - - 
Tbanfc^iviQgat the end.of 
November. . , 

This aqtuvocal attitude has 
turned anational hofidayintoa 
oatiorMimtation - workers 
have to battle their way through 
street, parades, andnobody 
seems sain whether they’re on 7 


duty. Some top dogs strike a 
relaxed tone - American 
Express chief executive Harvey . 
Golub was at his desk yesterday, 
but sported a patterned sweater 
- while J ohn CbaJsty, boss of 
investment bank Donaldson 
Lufkin & Jenrette, admitted that 
the choice of a national holiday 
to announce his company's 
quarterly results was even a 
puzzle to him. 


Mould breaker 

■ ~US sportswear manufacturer 
Nike seems pretty determined 
not to be sidetracked from Its 
main business in Vietnam: 
making sports shoes. So it 
wasn't too amused when it 
discovered that two employees 
at its Taiwanese-owned Pou 
Chen subcontractor had used the 
factory's kit to. turn out 36 
exoticaHy-shaped plastic sex aids 
as a birthday prank 00 a 
company official. 

Things went from bad to', 
worse adieu a hunch of workers 
got hold of the mould and tried 
to blackmail Pou Chen, 
threatening to spin the beans to 
the local press and embarrass all 
and sun fey unless they were : 
handed $30,000. Nike wasn't 
baying any and fined the 
Taiwanese company $5,000. The 
dash won't be wasted: it’ll be 
spent on much-needed “culture ’ 
and sensitivity” training at the 
factory^ 


directives notwithstanding, driv- 
ers in Germany are still required 
to hold motor insurance under- 
written by a German Insurer. 
Italy only fully opened up Its 
huge motor insurance mar ket to 
foreign competition in January 
last year. Efforts by Barclays 
Bank to offer interest on current 
accounts in France were firmly 
slapped down by the Banqne de 
France, snpposedly on monetary 
policy grounds. 

In banking, strong customer 
loyalty has proved a barrier, 
though this has been less of a 
problem In general insurance - 
which helps explain the current 
mergers. 

The other explanation is that 
some of the biggest European 
financial institutions have 
become so powerful at home that 
they have little alternative but 
to look abroad. That is true for 
Allianz, Generali and Zurich in 
insurance. So AGF, for example, 
offers Generali a quick way into 
the French and Spanish markets, 
while BAT’S Farmers subsidiary 
would give Zurich a new channel 
for distributing its fund manage- 
ment products in the US. 

The explanation may hold 
good for tiie biggest banks in the 
Netherlands and Scandinavia, 
and perhaps even the UK where 
companies' home market share 
is so great that expansion can 
only come from abroad. 

George Graham 


100 years ago 

The Indian Campaign 
Simla: TheMalakand force, 
under General Sir Bindon 
Blood, reached Jhar 
yesterday. The attitude of the 
tribes in the region is 
friendly, and there has been 
no kind of hostile . . . 
demonstratiomTtoccaiuoitring 
parties have Jound tbe 
Salazzai villagers to be . 
favourably disposed towards 
the British. According toa - 
repeat from; Wana, the Mullah 
Powindais.summomng a 
MahsudLashkar , and LOOO , ; 
men have already Joined him. 
The Mullah's intentions are 
not known, frd; no hostile .. 
action on his part is 
considered probable. 

50 years ago 

Daimler R ton our Denied ; -, 
Mr George HaBey , managing : 
director of the Daimler and; 

I^nchester companies, ; - 

authorised a statement that, 
there is no inlentioa to cease 
the manufact ure of either 
company’s cars. He . 
emphasised that every .effort 
fe being made to increase - 
production of cars espedafly - 
for the export market This 
statement follows a report • « 
that ^ the Daintier Company \ 
had made staff cate which ;.••• 
might result to the . 
withdrawal hlthe company's, 
cars and concentration upon' ' 
production erf omnibuses. 
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Britain positioned for 
early entry into Emu 


By Lionel Barber 
in Luxembourg 

Britain's Labour government 
yesterday positioned itself for 
early entry into European eco- 
nomic and monetary imi nn but 
avoided giving its European 
Union partners the firm com- 
mitment to the single currency 
they are seeking. 

At a meeting of European 
Union finance ministers in 
Luxembourg, Gordon Brown, 
UK chancellor' of the exche- 
quer (finance minister), won 
endorsement for a programme 
showing Britain will comfort- 
ably meet the criteria for re™™ 
membership this year. 

The British forecasts aasmTio 
the UK win match or outper- 
form France, Germany, Italy 
andfothers in terms of reduc- 
ing public deficits anfl gov e r n - 
ment debt ahead of the 
planned launch of Emu on 
January 1 1999. 

But Mr Brown — wary of 
opinion polls showing that 
more half the British people 
remain sceptical about the sin- 
gle currency - insisted it was 
“highly unlikely” Britain 
would join the first Emu wave. 

“There are formidable obsta- 
cles. What I am showing today 
is that we have got in place, in 
or out of Bra n, the long-term 
foundations for stable and sus- 
tainable growth,” he said. 

Jean-Claude Juncker, Lux- 
embourg's prime minister, said 
he hoped Britain would join 
Emu at the outset rather than 
wait to jump aboard the last 
wagon: “It would be in the best 
interests of Britain and the 
best interests of Europe If 



French finance minister Dominique Strauss-Kahn (left) and 
German counterpart Theo Waigel before yesterday’s meeting *> 


Britain were to join [Emu].” 

Theo Waigel, Germany’s 
finance minister, agreed: “Ihe 
overwhelming majority of 
countries believe that mone- 
tary union would be s t r o nger 
with Britain’s participation.” 

The British government is 
expected to clarify its position 
cm Emu in a statement to par- 
liament next month. That is 
likely to balance a decision to 
rule out joining the single cur- 
rency in 1999 with a willing- 
ness to join at a later date 
when the UK economic cycle is 
more in tune with Germany's. 

The European Commission 
will today produce its growth 
forecasts for 1997-98, which 
will help to identify those 
countries likely to meet the 
entry criteria for monetary 
nninm, laid down in the 1992 
Maastricht treaty. At least 10 
co untri es are dose, but there 
is some doubt over 
whether Italy would qualify. 


Yesterday's Luxembourg 
meeting was overshadowed by 
the Italian government crisis. 
Carlo Azeglio Ciampi, acting 
treasury minister, expressed 
optimism that a solution 
would scKHi be found and that 
Italy would meet the criteria 
for Emu on schedule. 

Mr Waigel declined to be 
drawn cm Italy’s prospects. But 
other EU member states such 
as Austria and France - both 
of which have close trade 
ties with Italy - are active 
supporters of Italian participa- 
tion. 

Rudolf Edlinger, Austrian 
finance minister, said: “We 
hope that Italy will get this 
very ambitious [budget] 
through parliament because it 
is a precondition for them to 
fulfil the [Emu] criteria in a 
sustainable manner.” 


Italian budget crisis. Page 2 
Editorial Comment, Page 17 


Thailand eases rules for 
rescuing finance groups 


By Ted Bardacke in Bangkok 

The Thai government yes- 
terday relaxed criteria for the 
rescue of 58 suspended finance 
companies, before an 
announcement today of a 
broader package of measures 
to restructure the country's 
financial system. 

Restrictions will be eased cm 
foreign investment in the 
suspended companies, which 
will also be allowed up to eight 
years to repay Bt430bn 
($iL86bn) borrowed from gov- 
ernment for emergency needs. 

Foreign investors will be 
able to hold more than 50 per 
cent of suspended companies 
for 10 years. These foreign 
majority stakes could be 
reduced gradually via capital 
increases only available to 
Thai investors. Previously for- 
eign investors were allowed 
only five years' majority con- 
trol after which they had to 
sell their stakes outright 

The suspended companies 
will also be allowed to swap 
some of their government debt 
for capital and there will be a 


three-year reduction in hefty 
initial capital requirements. 

The companies have been 
given another two weeks to 
submit revised rescue plans. 
The government is likely to 
take another month to scrutin- 
ise the plans. A final resolu- 
tion of many investor concerns 
is unlikely before December. 

The additional measures to 
be announced today will 
Include the establishment of a 
financial restructuring agency 
(FRA) empowered to take aver 
the operations of financial 
institutions unable to revive 
themselves on their own. 

An asset management com- 
pany (AMC) will also be set up 
to dispose of collateral and 
other assets collected from 
troubled companies. 

Yesterday's announcement 
in effect puts off the question 
of how many companies will 
be able to recover without 
merging with stronger part- 
ners. The proposed FRA and 
AMC are unlikely to be able to 
tell creditors of the suspended 
companies how they will be 
treated, and so they will not be 


able to work out a final gov- 
ernment price for restructur- 
ing the system. 

Analysts said only a few of 
the suspended companies 
would be able to recover alone. 
This raised the prospect of 
mergers with stronger part- 
ners, possibly bringing in for- 
eign participation, they said. 

Government officials said if 
more companies could resume 
business or merge with others 
the cost of restructuring would 
be reduced. 

Yesterday's measures were 
announced a day earlier than 
expected and follow the resig- 
nation at the weekend of 
Amaret Sila-on, chairman of a 
government committee dealing 
with the suspended companies. 

Mr Amaret, who came to 
favour shutting down mast of 
the companies, on advice from 
World Bank experts, said the 
issue of the companies had 
become a “political football” 
after they had successfully lob- 
bied Chavalit Yongchaiyudh. 
tiie Thai prime minister. 


Shell chief 
warns over 
timespan 
on new 
fuel nse 


By Robert Cordrie 
in London 

The world win probably need 
to develop all its oH huH natu- 
ral gas reserves b efore enough 
renewable energy sources 
become available next 
century, according to the 
chairman of the largest inter- 
national oil company. 

Cor Herkstrbter, of Royal 
Dutch/ Shell, said the group 
was committed to developing 
renewable energy se a n c es into 
a new core business, but he 
warned countries “not to 
expect miracles 0 . 

He predicted tfw mar- 
ket share of renewable sources 
such as solar energy and boo- 
mass (using sustainable for- 
estry) would grow rapidly 
between 2025 and 2050, and 
could account for half the 
world's energy needs. 

But growth in the nse of 
renewables would be rela- 
tively slow over the next few 
decades, accounting -for per- 
haps 7-8 per cent of world 
energy demand within 25-30 
years, he said. 

“It’s not jnst a matter of 
money. Technology also needs 
to be developed and projects 
put together. 0 

Progress depends on break- 
throughs tat information tech- 
nology and introducing new 
industrial materials. But, in 
the absence of dramatic devel- 
opments, he said the world 
would probably need to 
exploit all its ofil and gas. This 
could involve using heavy oil 
that Is rarely developed and 
petroleum locked away in oil 
shales. 

Shell will ann oun ce detailed 
plans for developing renew- 
able energies on Thursday. 

Although Mr HerkstrAter 
said there was stQl no firm 
evidence of global warming. 
Shell supported action to 
reduce the emission of green- 
house gases. But he said Euro- 
pean Union proposals for a 15 
per cent cut from 1990 levels 
by 2010 were unrealistic. He 
said a 5 per cent reduction 
over 10 years would be a bet- 
ter solution. 

Shell Is anxious that govern- 
ments meeting in Japan in 
December must agree on ways 
to combat greenhouse gases. 
He said failure to agree would 
pose serious problems for 
global businesses such as 
Shell, as they would be forced 
to meet conflicting national 
targets for emission reduc- 
tions. 

Shell yesterday published 
findings of a study into the 


disposal of the obsolete Brent 
Spar ofl storage installation, 
anchored in a Norwegian 
fiord, writes AUay UraL Shell 
is to consult interested parties 
before malting a final deci- 
sion. 
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Much of Scandinavia and central 
and eastern Europe will stay 
unseasonably cold with showers in 
many places, although southern 
Norway and Sweden should remain 
and sunny. 

There wn be snow In northern 
Scandinavia and over the Afps. 

There wffl be cold winds and 
showers in eastern France but 
western France should be mainly dry 
and bright. 

The central and eastern 
Mediterranean wffl be fairly warm but 
showery, with thundery downpours 
likely in southern Italy and western 
Greece. 

The Iberian peninsula should be 
warm and sunny away from the 
doudy north coast 

Five-day forecast 

Northern Europe win remain cold 
and unsettled, with showers on 
Thursday merging kite longer spells 
erf rah across central and eastern 
Europe. The western Me dit err a nean 
will be warm and sunny, but the east 

wiD continue to be thundery. 

TODAY’S TBHPGRATURCS 


SitusHan at midday. Tmn pe t v lunu maximum for day. forecasts by PA Waath&Contr a 
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THE LEX COLUMN 

Mad Monday 


Call tt Mad Monday. It is certainly 
tumping to view five multi-biHian 
rtnitar hMs m a day as evidence that 
managements are being carried 
away by equity market exuberance. 

Fortunately, none of the bids 
looks downright crazy. These are 
not the financially driven bids of 
yesteryear. Indeed, ah are sticking 
within their own industry and have 
a veneer of industrial logic. That 
said, most of this is softish stuff 
about attaining greater scale and 
global (or regional) reach. It is stri- 
king that all five bids - Generali/ 
AGF, Laferge/RedUmd. Reed Elsev- 
ier/Walters Kluwer. BAT/Zurich 
Group, Nordbanken/Merita - are 
cross-border. No barm in that. But 
these combinations are not based 
primarily on the harder logic of 
strip p i ng out duplicate costs. With 
BAT and Nordbanken, at any rate, 
domestic mergers would have deliv- 
ered more obvious shareholder 
value. There must be concerns that 
executives are being carried away 
by the rhetoric of globalisation. 

The fmawiiai logic of this merger 
spate is also middling. It is refresh- 
ing tha t the near-taboo an hostile 
bids in France is crumbling - with 
French corporates either initiating 
or on the receiving end of all the 
unfriendly activity. Moreover, inso- 
far as deals are all-paper mergers, it 
matters little if this is the top of the 
market But not all are. The most 
worrying are those French deals, 
where the bidder pays in paper but 
guarantees a minimum value. If 
equities do fall, such promises will 
have a nasty after-taste. 

Reed/Wolters 

The big winners in Reed Elsev- 
ier's £20bn ($32bn) merger with 
Wolters Kluwer are Reed’s British 
shareholders. Elsevier's investors 
have done fairly well too. Wolters 
Khmer's receive the wooden spotm. 
The smaller company’s sharehold- 
ers normally expect a premium. In 
this case. Walters has settled for a 
discount: each Wcdters share, worth 
9 Elsevier shares last Friday, Is 
being ex chang ed for only 7.85 - a 
12% per cent discount- Is the feet 
that Cor Brake!, Wolters chief exec- 
utive, gets to run the combined 
group anything to do with this? 

In exchange for allowing the 
Dutch to lead the group, Reed has 
extracted a technical but highly 
attractive concession: dividends 
will be equalised on a net rather 
than gross basis. What thin means 
is that the new company will no 
longer clip the dividends Reed’s 


FTSE Eurotop 300 index: 

937.7 (+ 15 . 9 ) 

Wolters Kluwer/Elsevier 


Share prices retarive to The ABC bvfrn 



shareholders receive in the expecta- 
tion that the British tax authorities 
will raaka op the di ffe re n ce- This 
cfrjyi gg ahrmid narrow the discount 
that Reed shares trade on relative 
to Elsevier’s. With luck, other 
Anglo-Dutch groups like Royal 
Dutch/Shell and Unilever, which 
have similar dividend-clipping 
arrangements, will follow suzL 

The merger is not devoid of 
industrial logic; Wolters can access 
Reed Elsevier's more developed 
electronic di st rib uti on systems, and 
new products can be created com- 
bining complementary content from 
the partners. But all this is rather 
thin. The most compelling reason 
for merging is that it will reduce 
competition for the next big infor- 
mation acquisition. 

AGF/Generali 

Suddenly it is open season for 
hostile pot-shots at big French com- 
panies. And with Generali’s raid cm 
AGF, the targets are getting ever 
closer to the heart of the business 
establishment Of course, one might 
think Generali, a long-underper- 
forming insurer at the heart of 
Italy’s cosy aalotto buano, is a bid- 
der at a natural credibility discount 
But do not be misled; the logic of 
the offer is real. The reason is that 
Generali already has big insurance 
businesses in France. So putting 
together AGF with Generali, espe- 
cially if AGF were also to win 
middle-rank Insurer AthSna in the 
bid for Worms separately under 
way, should create real value. 

Yet for precisely this reason, Gen- 
erali's FFr55tm ($9JZbn) offer looks a 
rather transparent opening-shot 
The premium to AGF*s heavfly dis- 
counted share price may be 28 per 


cent, but the premium to net asset 
value is much less. Indeed, it would 
not be surprising if AGF can dem- 
onstrate it is worth Generali’s offer 
as a stand-alone business - allow- 
ing no premium for control, nor for 
cost savings. 

At this price, , many naturally 
expect another big insurer such as 
ADianz to enter the fray. For what 
it is worth, however, this would 
make little sense. Logically, Gener- 
ali should be able to outbid any 
obvious rival since its bigger 
French business means it can take 
more costs ouL More pragmatically, 
what is to stop Allianz sitting back, 
letting Generali nab AGF and 
instead snapping up the soon-to-be- 
privatised GAN? 

Nordbanken/Merita 

The problem with being late for 
rftnriOT is that you have to make do 
with the scraps. So many Scandina- 
vian banks and insurers have 
already paired off that the SKxSObn 
($HL6bn) merger of Nordbanken of 
Sweden and Finland 's Merita looks 
hfce a second-best combination. 

Because both are principally 
domestic retail banks there are few 
overlaps. Projected cost savings and 
exoss-seffing benefits of Skx970m are 
tiny against the size of the deaL A 
purely Swedish merger of Nordban- 
ken and SE-Banken, discussed ear- 
lier this year, would have realised 
far greater value. And the proposed 
structure, with separate holding 
rrwnpmntea a ro ta ting chairman and 
headquarters in Helsinki and Stock- 
holm, looks complicated and diffi- 
cult to manag a. In valuation tet-ma, 
Merita seens to have got a slight 
M gr t hongE 1 and toss effi- 

cient, its shareholders wifi, end up 

with 40 per cent of the capital and 
half the votes of the enlarged group. 
No wonder Merita's shares jumped 
10 per cent yesterday, while Nord- 
banken’s sagged. 

Though this merger creates a 
Scandinavian giant, the result is 
still a Europe a n pygmy . The new 
hank will just about squeeze into 
Europe’s top 30, The only way this 
deal makes sense is if MeritaNord- 
banken turns itself into a sort of 
Nordic vacuum cleaner - sucking 
up other financial companies — as 
indeed management suggested. The 
Norwegians and Danes look particu- 
larly small and vulnerable follow- 
ing all the consolidation around 

than. 
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Put your risk in 
perspective. 
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Understanding the risks in your credit portfolio is a 
tough job. We’ve just made it easier. 

CreditRisk + is a new credit risk model developed by 
Credit Suisse Financial FVoducts. 

It allows you to calculate the risk associated with a 
portfolio of assets, and the amount of economic 
capital required to support the credit risk. If will help 
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For a clearer view of risk, try CredttRisk*. 
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Reed-Elsevier in $32bn merger 


been poshed into the 
&oflighk by troobtesin 
its bomtiroom. The lat- 
est blow came last 
weds when Jftrgen Sar- 
Rodn. Cleft), chief execu- 
tive, announced he 
would not be 
for election to Dresd- 
ner's supervisory 


By Gordon Cramb 
in Am s terdam and 

John Gapper in London 

Reed International of the 1JK is 
set to become part of as inter- 
national pub lishing combine 
'With its headquarters in the 
Netherlands after a £20bn 
($32bn) merger agreed yester- 
day between Elsevier, its part- 
] ner .-since 1993. and Welters 
Kfcxwer, a domestic rtvaL 

The new group will be the 
world's biggest supplier of pro- 
fessional and scientific infor- 
mation, with combined sales 
which last year would have 
reached £5bn. 

Shares in all three compa- 
nies jumped on the planned 
share swap between Elsevier 
and Wolters Sower. The com- 


Lafarge 
in hostile 
bid for 
UK tile 
company 

By Andrew Taylor and Andrew 
Edgecfifto-Johnson in London 
and Robert Graham In Paris 


Deal struck with rival Wolters Kluwer 


bined group will maintain 
operating companies in Lon- 
don and Amsterdam, but these 
may eventually be combined. 

Cornelia Brakel. Wolters 
Kluwer chairman who Is to 
bead the enlarged operation, 
said the deal would bring a 
balanced portfolio of products 
and geographic spread, and 
could reap cost savrfbgs of at 
least £50m after three years. 

Bach office and p rocurement 
functions could be integrated, 
and they could share the 
expertise as well as the 
expense needed to develop 
electronic means of delivery. 
Reed Elsevier is stronger in 


online services such as data- 
bases, while Wolters Kluwer 
supplies more on CD-Rozn. 

"Putting together the elec- 
tronic publishing shills will 
mean we do not have to dis- 
cover the world twice,” said 
Mr Brake!, arising that- 30 per 
cent of revenues could come 
from non-paint businesses. 

He made clear that the 
group intended to go no fur- 
ther into consumer publica- 
tions, which will account for 
bandy a tenth of total income. 
Reed Elsevier owns IPC Maga- 
zines In the UK, publisher of 70 
such titles, but its consumer 
book activities are to be sold. 


The biggest division - 41 per 
cent of the total - win be tar- 
geted at legal, tax and other 
professionals. Business pub- 
lishing is to account fur a fur- 
ther third, with medical and 
scientific titles comprising, 
most of the remainder. 

Mr Brakel said be “will not 
say no for 100 years” to the 
prospect the group could 
expand into related sectors, 
such as providing financial 
information. Analysts last 
night were speculating that 
the still unnamed entity could 
make a bid for a company such 
as Reuters. 

Market capitalisation was a 


ccanMoed £l7-6bn. - based on 
prices at Friday night's dose. 
But yesterday, shares in Reed, 
the partner -thought to benefit 
Tnotrf. added 97p in London to 
629p. fn Amsterdam, Elsevier 
ended FI4.70 ($2.38) higher at 
FI33.1Q and Wolters Kluwer at 
F1285u7D put on FU0.70. . 

The agreement to principle 
comes 10 years after Elsevier 
launch ed a hostile bid for the 
then Kluwer, which arranged a 
defensive merger with Wolters 
Samsom. 

But Mr Brakel pointed out 
he and Herman Bruggink, 
Reed Elsevier co-chairman, 
had each worked at the other’s 
company, and understood well 
the respective operations. 

Lex, Page 18 
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- Lafarge, of France, the world's 
1 second-largest cement menu- 
1 factarer, yesterday launched a 
I £L67tu ($2_7bo) hostile bid for 

30 Bedland, the beleaguered OK 
, tiles and aggregates company. 
The 320p per share offer, 
which Bedland advised its 
shareholders to reject, comes 
after she years in which Red- 
land’s shares have lagged the 
market by. 75 per emit 
The company's share price 
surged . by 31 per cent to 

- 336%p in the hope that a 
higher offer might emerge 
either from Lafarge or a rival 
bidder. Lafarge shares fell 
FFHL2. to FFr430.1. 

.Rudolph Agnew, Redland's 
chairman, advised sharebold- 
; ers.to stay calm, saying -that 
tiie group had been examining' 
ways of releasing cash share 
to investors before the Lafarge 
offer. "There are a number of 
ways this could be achieved, 
i m ag in g from floating part of 
the business, a trade sale, a 
share buy-bach or by seeking 
a higher offer for the whole 

& group," he said. 

Brokers said potential rival 
bidden for Redfand included. 
Hanson and SMC, competing 
UK aggregate and concrete 
producers, and Pioneer, the 
Australian buQdiug materials 
group. 

Other options thought to 
have been considered by Red- 
land, under Its strategic 
review, include disposing of 
its S&5 per cent owned Euro- 
pean roof tile business, based 
in Germany. However, this 
could be difficult given the 
powerful minority holdings 
and the recent poor perfor- 
mance of the subsid ia ry. 

Pre-tax profits at Red! and 
after exceptionals fell by 
almost two thirds to £84JSm in 
the first' six months of this 
year. 

- Bertrand CoUomb, Lafarge 
chief executive, said a take- 
over of Redland would make 
the group the world’s largest 
aggregates and roof tile pro- 
ducer as weD as the second- 
largest cement and concrete 
producer. • 

\ The deal, to be financed by 
debt, would lift the group’s 
debt' to about FFr27bn com- 
pared with equity of about 
FFr37ta- 

- . Bfr CoQoanb did not rule out 
a farther smaB equity issue - 
"of up to FFTSbn” - should 
tid* be needed to fond expan- 
sion in other areas of the 
tvt tr fe jt t operation. 

Thu purchase of Redland - 
which five years ago became 
France’s largest aggregate 
producer when it bought Brit- 
ish rival Steetley for £lbn - 
would take Lafarge into the 
roof tile business for the first 
time. 

Mr CoUomb said Lafarge 
increastngiy liad been seeking . 
to diversify its building mate- 
rial interests. The combined 
I businesses would have a 
20 per. cent share of the 
French aggregates market. 

Institutional shareholders, 
who have been cafflng for the 
resignation of Robert Napier. 
Redtend's chief executive; said 
last night they expected a 
higher value to emerge from a 
revised bid or from Mr 
Agnew’s plans. 

Qne warned against share- 
holders being tempted to “bate 
Lafar ge's arms ofT because of 
their disenchantment with 
Redland. 


Rival bidders, Page 2S 
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Finnish bank 
unveils $10bn 
cross-border 
consolidation 

By Tim Burt in Stockholm 

Merita, Finland's largest bank, 
yesterday announced a 
SKx&fbn ($l0.6bn) plan to cre- 
ate the largest financial ser- 
vices group In the Nordic 
region by merging with Nord- 
banken. Sweden’s fourth -larg- 
est lender. 

In what is thought to be 
Europe's first cross-border 
merger between retail banks, 
MeritaNordbanken - as the 
new bank wDl be known - will 
boast total assets of SKrtBOhn, 
combined loans of SKr480bn 
and some 6.5m customers. 

The friendly merger marks 
the latest stage hi the rapid 
consolidation of the region’s 
financial services industry, 

| and follows two months of 
intensive talks between Merita 
and Nordbanken, which is 59.4 
per cent owned by the Swedish 
government 

Vesa Vainio, chief executive 
of Merita, said the proposed 
deal could herald a broader 
alliance with other lenders, 
adding: “We are inviting finan- 
cial companies In the Nordic 
countries and Baltic region to 
participate in this growth." 

Industry analysts yesterday 
suggested the enlarged group 
could be seeking a partner in 
Denmark, where bank shares 
yesterday rose sharply on 
news of the Finnish-Swedish 
alliance. 

Shares in Nordbanken, how- 
ever, yesterday fell SKrLSO to 
SKr274 in Stockholm, while 





Jacob Palmstiema (left) and Vesa Vainio: intent on forming the region’s largest banking group ap 


Merita's most commonly 
traded A shares rose FM2.90 to 
FM28.10 in Helsinki. 

Analysts believed the Nord- 
banken share price reflected 
concerns that it could have 
achieved greater cost savings 
by merging with a domestic 
competitor, such as Skandina- 
viska Enskflda Banken. 

Nevertheless, Jacob Palms- 
tiema, chairman of Nordban- 
ken. said the enlarged group 
would realise annual cost and 
revenue synergies of SRr970m 
within three years by eradicat- 
ing administrative overlap and 
cross-selling of products. 

The savings are expected to 
involve a StaffiOm restructur- 


ing, with some 600 jobs likely 
to go in initial cost-cutting. 

Mr Palmstiema forecast rev- 
enue savings of SKr340m 
through, for example, selling 
Merita’s life insurance prod- 
ucts in Nordbanken’s branch 
network and marketing the 
Swedish bank’s mutual funds 
business in finlaod. 

The merger should be com- 
pleted later this year after the ' 
disposal by the Swedish gov- 
ernment of shares represent- 
ing 12 per cent of Nordbanken. 
Erik Asbrink, the country’s 
finance minister, said the 
offering to international inves- 
tors would raise about SKrfibn. 

The share sale will leave the 


government , with about 28 per 
cant of MeritaNordbanken, a 
new holding company headr 
quartered in Helsinki but with 
its senior management based 
in Stockholm. Nordbanken 
win receive 60 per cent of the 
share capital while Merita will 
have 40 per cent Both banks 
will have 50 per cent of the 
voting rights 

Nordbanken was advised by 
Credit Suisse First Boston, 
Merita by Lazard Brothers and 
the Swedish government by 
Merrill Lynch. 

Lex, Page 18 
Merged bank aims for 
Nordic dominance, Page 24 


By John Willi na n in London, 
Andrew Jackin Paris and 
Emma Tucker In Brussels 

Peace was declared yesterday 
in the five-month battle 
between Guinness and G rand 
Metropolitan of the UK and 
LVMH of France over plans to 
merge the two UK companies 
and form the world’s largest 
drinks group. 

Bernard Arnault, LVMH 
^halt-man , agreed to drop bis 
opposition to the £24bn 
($38£bn) merger and end pro- 
ceedings to terminate nine 
joint distribution ventures 
between the French luxury 
goods group and Guinness. In 
return, Guinness will pay 
LVMH £250m when sharehold- 
ers approve the merger, repay- 
able if deal thrnngh 

LVMH will allow GrandMet 
to sell its brands through the 
joint ventures, brin g in g cost- 
savings estimated at £40m a 
year to be shared equally 
between the two sides. 

“This gives us certainty over 
the merger,” said Tony 
Greener, Guinness rhwirman 
“We can now put the deal to 
shareholders without fears 
over arbitration and with no 
opposition from Mr Arnault.” 

The announcement was wel- 
comed by the markets, with 
Guinness and GrandMet 
shares up 28V>p and 21p at 
605%p and 604p respectively 
and LVMH rising FFr25 to 
FFr1,248. 

“They had their showdown 
at the OK Coital, decided to 
put their guns away and retire 
to the bar,” said Ron Littleboy 
at Nomura. 

The merged company, to be 
called GMG Brands, would 
have twice the turnover of its 
nearest rivals, the UK’s Allied 
Domecq and Seagram of Can- 
ada. Mr Arnault, who will 
become a non-executive direc- 
tor of GMG, said he would 
maintain a state of at least 
10 per cent in the combined 
group. 

An official in the European 
Co mmission confirmed that Mr 
Arnault’s decision to back 
GMG would not affect its 
approval of the merger which 
is due tomorrow. The two com- 
panies have met all the condi- 
tions demanded by Brussels, 
including concessions in areas 
covered by the joint ventures 
with LVMH. 

“They have gone all the 
way,” said the official. 


Observer, Page 17 
Ceasefire agreed. Page 28 
Lex, Page 26 


Coca-Cola chief 
‘critical’ after 
cancer treatment 


1 eppman m a ratttr of near* 


SfXcmbtr 1997 


By ndord Tomkins 
in New York. 

Roberto Goizueta, chair- 
man and chief executive of 
Coca-Cola, was yesterday in 
critical conditiau in Atlanta's 
Emory University Hospital 
with complications arising 
from bis treatment for lung 
cancer. 

Coca-Cola said Mr Golsueta, 
65, had been placed in inten- 
sive care after being readmit- 
ted to hospital for the treat- 
ment of a fever arising from a 


Coca-Cola’s Roberto Goizaeta 

throat infection. - 

**Hia condition has signifi- 
cantly worsened due to the 
effects of tbe Illness and com- 
plications arising from the 
radiation mid chemotherapy 
treatments,” Coca-Cola said. 

Mr Goizueta has told the 
company he does not expect to 
attend a board meeting sched- 
uled for Thursday. In accor- 
dance with company rales, he 
has asked James Williams, 
chairman of the finance com- 
mittee, to chair the meeting. 

Mr Goizueta also advised the 


board that he bad asked Doug 
Wester, president and chief 
operating officer, to stand in as 
chief executive at the 
employee briefing that usually 
fallows board meetings. 

Although Mr Goizueta is 
credited with having trans- 
formed Coca-Cola into one of 
tbe world's biggest and most 
powerful companies since tak- 
ing over in 196L the shares 
were down just dr at 61% in 
early afternoon trading yester- 
day, reflecting Wall Street's 
confidence that a strong man- 
agement succession is in place. 

Mr Goizueta, a heavy 
smoker, was diagnosed as hav- 
ing long cancer early last 
month. He was admitted to 
Emory University Hospital, 
but went home two weeks 
later while continuing to 
receive chemotherapy and 
radiation treatment. 

In spite of Iris disastrous 
introduction of New. Coke In 
1365, Mr Gofeueta is one of the 
most respected executives in 
the US, having increased Coca- 
Cola’s market value from $4hn 
in 1981 to more than glSGbn. 
Today, the company is out- 
ranked only by General Elec- 
tric, Exxon and Microsoft in 
Bucket capitalisation. 

In April 1994. Coca-Cola's 
board asked Mr Goizueta to 
stay on indefinitely past the 
normal- retirement age of 65, 
and no successor has ever 
been officially named. But Mr 
Ivester. 50, has long been 
regarded as his heir apparent 

Andrew Conway, an analyst 
at Morgan Stanley, said: 

“He’s [Mr Wester] one of the 
brightest, most innovative 
chief operating officers Coca- 
Cola has ever had.” 


Congratulations to the 
management team at 


sfu: 

SHL Group Pic 


On the public quotation 
of the company 

on the London Stock Exchange 

The Capita! Re-organistation of Saville & Holdsworth 
in September 1 993 was led by 
Royal Bank Development Capital 
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Hanwa shares rally on buy-back plan 


By Gillian Tett 
an Tokyo 


Hanwa, a Japanese trading 
company, is to buy back a 
sig n ificant proportion of its 
own shares. 

The group plans to cut its 
capital by about Y39bn 
(S325m) by buying about 
100m of its shares - or 25 per 
cent of the total stock. 

Although restrictions on 
buy-backs were eased two 
years ago in Japan, most 
companies regard the con- 
cept with suspicion. 

Last week’s announcement 


pushed Hanwa’s share price 
sharply higher. The stock 
yesterday dosed in Tokyo at 
Y217, after trading was 
resumed following suspen- 
sion. Last Wednesday the 
stock was trading at Y 161 . 

Hanwa’s move may 
prompt other companies to 
consider similar steps, ana- 
lysts said yesterday. 

An official at Daiwa Secu- 
rities, which is organising 
the buy-hack, said: “The atti- 
tude of Japanese executives 
is changing on the matter of 
corporate governance - they 
are starting to give more 


attention to shareholders ” 

Hanwa yesterday said it 
was making the move to 
improve its capital structure, 
and enable it to start repay- 
ing dividends. It was also 
restructuring the business, it 
said. 

The company last paid a 
dividend in 1994. and its poor 
business performance has 
triggered a sharp decline in 
Its share price. 

Although the stock traded 
at about YL500 in 1993, it 
plunged to below Y300 dur- 
ing 1994, as Hanwa suffered 
from the collapse of Japan’s 


bubble economy and 
recorded a heavy loss. It 
made small profits in 1996 
and 1997. 

“Hanwa is now trading 
well below its book-value or 
■break-up value - but there 
are a lot of companies in 
Japan doing that,” said Ken 
Okamura, strategist at 
Dresdner Klein wort Benson. 

“This is one way of show- 
ing investors that it has 
confidence in its future and 
that the hanks stand behind 
it It is a slick and stylish 
move.” 

Hanwa plans to buy back 


the shares at less than Y30Q 
between December 16 and 
January 16. It is seeking 
shareholder backing 
at a special meeting in 
December. 

.The largest buy-back to 
date, as a proportion of mar- 
ket capitalisation, was by 
Matsushita Electric Works, a 
manufacturer. It announced 
this year a Y50bn buy-back 
of its own stocks, or 6.5 per 
cent of the total. Last year 
Toyota, the carmaker, spent 
about YlOObn purchasing 
about 1.2 per cent of its 
shares. 


Hanwa 
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New chief checks out Indian Hotels 

Ratan Tata, who took control last month, aims to make the group the country’s best chain 


I ndian Hotels, t he coun- 
try's biggest hotel group, 
faces sweeping changes 
under Ratan Tata, new 
chairman and head of India's 
powerful Tata family. 

The restructuring could 
involve the sale of the 
group's hotels in the UK, US 
and Hong Kong and the scal- 
ing back of ambitious expan- 
sion plans at home. 

Mr Tata last month seized 
control of the group, in 
which his family ha s a con- 
trolling stake, after Ajit Ker- 
kar, the long-standing chair- 
man and managing director, 
was forced to resign. 

He has since appointed a 
new manag in g director and 

deputy managing director. 

Speaking at Indian Hotels' 
annual meeting on Friday, 
Mr Tata said that 80 per cent 
of Indian Hotels' revenues 
came from five properties. 
Many other hotels were 
“generating little or no 
profit”. 

“They are a burden on 
those that are profitable,” he 
said and added that the com- 
pany, famous for its Taj 
hotels, had to upgrade and 
improve the marginal hotels 
and should aim to be the 
best hotel chain in India , not 
the biggest. 

Mr Tata noted that the 


reputation of some of its 
hotels, notably the Taj Delhi, 
has slipped. 

But the Hew chairman was 
most critical of Indian 
Hotels’ expansion overseas, 
which includes hotels in 
London, New York and Hon g 
Kong. “Our international 
strategy needs to be 
reviewed” he said. Hie com- 
pany’s hotels in the UK and 
US faced “a very competitive 
environment" in countries 
where “we do not have a 
brand image". 

The new management 
team would “look hard at 
what we should be 
abroad . . . This would 
involve “restructuring”. 

Mr Tata chose executives 
from the Tata group to push 
through the changes. 
Krishna Kumar, the new 
managing director, comes 
from Tata Tea. Mr Tata 
denied that Indian Hotels 
“could only be run by some- 
one with experience in 
hotels. What we need from a 
chief executive is leadership, 
professionalism and the abil- 
ity to manage people”, he 
said. 

He added that Indian 
Hotels had been “given a 
great deal of leeway” but In 
future it would be bound to 
a “common code” with other 



Taj Hotel, Bombay: the famous chan* faces sweeping changes 


Tarty I 


Ratan Tata has hit back at 
allegations that Tata Tea, 
part of his family’s corpo- 
rate empire, provided medi- 
cal assistance to terrorists 
in north-east India. Krishna 
Guha writes. 

Mr Tata said that he was 
“felly satisfied” that Tata 
Tea “has done nothing 
wrong, illegal or anti- 
national". 

He said the charges were 
intended to “damage the 
image of Tata Tea and Mr 
Krishna Kumar”, managing 
director of Tata Tea. 

Last week India’s press 
published what were 
claimed to be excerpts of Mr 
Tata's telephone calls. He 
was apparently recorded 
trying to rally su pp o r t from 
other industrialists for a 
common front against the 
claims. The alleged phone 
tapping is now the subject 
of a police investigation. 


Tata group companies. 

Mr Tate was criticised by 
supporters of Mr Kerkar at 
last week's annual meeting. 

Some shareholders pointed 
out that Mr Kerkar had pre- 
sided over a period of strong 
growth and suggested that 
there might be conflicts of 
interest between Indian 


Hotels and Tata Sons, Mr 
Tata's holding company. 

The new management 
faces tough challenges in an 
industry suffering from low 
occupancy rates. Mr Tata 
admitted that India's hotels 
suffered from being “higher 
priced than their competi- 
tors in other Asian coun- 


tries”. He added that reve- 
nues were up 4 per cent in 
the first half; in spite of fail- 
ing occupancy, because of 
tighter control of discounts. 
The second half was “expec- 
ted to be better”, provided 
there was a “visible improve- 
ment” in India’s economy. 

He said the company 


would continue to eye oppor- 
tunities at ITDC. the state 
hotels group, in which it 
holds a stake, while the Tata 
group was considering plans 
for a Rps 7,500m ($20 7m) 
hotel and convention centre 
in the Bombay suburbs. 


Krishna Guha 


KYE to double production with China unit 


By Peter Marsh 


KYE, the world’s third biggest 
supplier of computer mice, is aim- 
ing to leapfrog its US rivals by 
doubling production next year with 
a new factory in China. 

The privately-held Taiwanese 
company is hoping to raise $ 60 m 
through the Issue of 20 per cent of 
its shares next month on the 
Taipei stock exchange, valuing 


the company at about $300m. 

KYE this year expects to make 
15m mice - devices for controlling 
personal computers - from two fac- 
tories in Taiwan and two in China. 

It is planning next year to open a 
third Chinese plant, doubling pro- 
duction to 30m - enough to edge it 
ahead of Logitech and Microsoft, 
the US companies at number one 
and two. respectively. 

Global mouse production this 


year is estimated at about 80m. 

KYE. founded in 1983. expects 
sales to reach $150m this year. 
About one-third or revenues come 
from mice, but it also makes tele- 
communications devices and digi- 
tal scanners. 

The company was started by 
Albert Chen and James Zwo, presi- 
dent and vice-president, respec- 
tively. They and their families own 
the majority of the shares. 


While most mice are commodity 
products, selling for a few dollars. 
KYE has been a pioneer in the 
"high-tech” mice sector. These 
mice have three buttons, rather 
than the normal two. 

It has also introduced mice capa- 
ble of being linked to computers by 
infra-red radiation rather than by a 
wire. 

Mr Zwo said KYE plans to treble 
in size by 2000 by stepping up 


sales, especially of electronic 
systems that can be added to com- ' 
p uters to enable them to link to 
networks such as the Internet 

The company employs 1,000 
people - 400 in Taiwan and the rest 
in China. 

Next year. 600 more staff will be 
taken on in the new plant in China 
- home of much of the world’s 
mouse industry due to low wage 
costs. 


ASIA-PACIFIC NEWS DIGEST 


GPU acquires 
Australian grid 


GPU, the US energy group, has acquired PowerNet 
Victoria, the electricity transmission grid of the Austra- 
lian state of Victoria, for AJ2.73bn (USWto). The sale 
marks the latest stage in the privatisation of Victoria s 
power assets, which have been auctioned over the past 
two years for a total of A$2asbn. 1 ■ . _ 

New Jersey-based GPU agreed to pay AS2.6gbn plus 

A$16lm in licence fees. It beat the UK's National Grid 
with Itochu, the Japanese trading firm, which had been 
considered the leading contenders. Other bidders were 
Singapore Power with Macquarie Bank, of Australia, and 
Consolidated Natural Gas, of-tfae US. 

PowerNet owns and maintains Victoria's high-voltage 
power lines, which cover 227.600 sq km and are connected 

to the power grids ta the neighbouring states of New 

South Wales and South Australia. David Brauer. GPU 
International vice-president, said it would add value, to . 
the business by pursuing wider opportunities involving 
areas such as telecommunications and related consulting 

activities. , 

P alps on the transmission network will be regulated by 
Victoria. After the southern and eastern Australian states 
form an open power market next year, power grid rates 
wm be reviewed by the Australian Competition and Con- 
sumer Commission. Reuters, Melbourne 


PAY-TV 


Foxtel merger decision expected 


The Australian Competition and Consumer Commission 
said yesterday it hoped to make a decision this week on 
the proposed merger between pay-television co mpani es 
Australis Media and Foxtel, a Joint venture between Tel- 
stra and News Carp. 

The commission said no decision had been made on the 
proposed merger, which it has already blocked once and 
which is opposed by Optus Communications and its 
pay-TV arm Optus Vision. Optus is 49 per cent owned by 
Cable and Wireless, of the UK. 

Analysts and brokers said they expected a rejection 
would ring the death-knell for Australis, although this 
had been priced into the shares for some time. Australis 
shares closed down two cents at A90.X8. 

Australis said yesterday It had been asked by the com- 
mission to delay the issue of documents ahead of a 
November 5 shareholders’ meeting, to vote on the pro- 
posed meager with FoxteL It added that it and Foxtel had 
received legal advice that the merger would not breach 
Australia's Trade Practices Act. 

Australis said it bad received correspondence from the 
anti-monopoly watchdog which detailed previous con- 
cerns about the effect of the merger on competition in the 
Australian pay-TV, telephony and broadband markets. 

Australian media had speculated that the commission 
would announce it planned to block the merger. Australis 
said it. News Corp and Telstra had each been asked to 
provide information within seven days of any farther 
steps towards the completion of the merger. 

Reuters, Sydney 


BANKING 


Sumitomo Trust cuts forecasts 


Sumitomo Trust & Ranking , one of the largest of Japan’s 
seven trust banks, yesterday revised down its forecast for 
parent pre-tax profit for the six months to September 30. 
from Y30bn to about Y22bn ($183m). . 

The revision was caused by a Y90bn write-off in non- 
performing loans during the term - it had previously 
expected to write off Y75bn. 

The bank also cut its forecast for parent net profit to 
about Y22bn, against a previous forecast of Y30bn. It said 
it had reported first-half securities valuation losses of 
Y73.61bn. 

But Sumitomo Trust raised its forecast for revenue 
from Y500bn to Y555bn, because of increased revenue 
from selling securities. • AP-Dow Jones, Tokyo 


NOTICE OF CHANGE OF CONTROL AND REPURCHASE 
RIGHT TO HOLDERS OF 


UMTED WASTE SYSTEMS, INC. 

4 V4% C m t wrti bto Subonfl nn tnd Ncte» 

Du* Juna 1, 2001 0 m "Note") 

Yon hereby notified that, on Aagnd 26 , 1997, a rabridmy of USA 
Waste Services, Inc. (“USA Wane") was merged (the “Merger") with and iuo 
listed Wase Systems, Inc. (“Unted“). b cm ae c lkw with tbe Merger, each 
fMisiMXfiagsbneaftte common nock, par vatae&Ol per dare. of United 
(the “Untied Common Stock”) was converted too the tight to receive 1.075 
shares of (be common stock, par value S.01 per dare, of USA Waste (the 
“USA Waste Common Stock"), and each o untemfing Note become convert- 
ible into shares of USA Wan Common Stock at a cooveafeu pace of S3C.Z3 
per share. The Merger ormstitates a “Change of Contra!” of United pureoam. 
to Article Puuitttu of the bdotnre dated as of lime 5, 1996 between United 
and Bankers Tnut Company, u Trustee, relating to the Notes (the 
Tadentnre"). Capitalized »*— used and not iirfinHi h er ei n shall have -the 
meanings ascribed to them m the Indenture. 

Pursuant to Section 14.1 of the indenture, upon a Ora nge of Control, 
each Haider has the tight, at the Holder’s option, to require United to repttr- 
chase all of sneh Holder’s Notes, or ary portion of tho principal amount there- 
of that is eqoal to U.S. 55,000 ormty integral msltipfeaf VS. SlfiOO m excess 
ttacrear (provided tint no single Bearer Security may be repurc has e d in part, 
and no single Registered Security nay be l ep ot c has ea in pot u nl ess the par- 
don of the principal amount ot such Registered Security to be OoutaacBiig 
after such repurchase b equal to UA $5,000 or integral me t ripl es of UB. 
51 ,000 in excess thereof) os the lenas aod conditions «* forth bekrec 

(1) Hie Repurchase Date Shall be Friday, November 7, 1997. 

(2) In aider to exercise the repurchase right, a Holder must detiver to the 

Trustee or Plying Agent at the address set forth below an ar before 
Thursday, October 23, 1997: (I) an execotcd Election of Holder to 
Require Repurchase in the form attached hereto as Exhibit A for 
Registered Securities and Exhibit B far Bearer Securities; and © the 
Notts with respect to whfcfa the repurc ha se right is being exercised 
( to gether whh all if any ap p ert ai ning thereto after 

the Rapuebate Date): provided, however, tort Bearer Securities shall 
be detiv e tod only to an office of a frying Agent located operate toe 
United Sages unless payment of toe fall amoral of principal, interest. 
Additional Amounts or Bearer Additional Amounts at oil offices out- 
side the United Shoes mtdnlaiatid for such purpose by United in 
accordance with the h mlmn a c is illagpJ ar effectively prectadsd by 
exchang e co n t ro li uriw «iw»ni»f — i,m« w an tbefidi pa ym ent or 
receipt of such warn in Unted Sates DaUaa, as d rta mined by 
United. 

(3) The Repurchase Pdee shall be 1001b of the principal amount of each 
Note designated by the Holder to be reporehased. 

(4) On the Repurchase Date, the Repurch a se Rice, and accrued in tercut , 
if any, wifl became doe ad payable upon each such Sate rtrti g rrond 
by the Holder to be repurchased, and interest thereon shaft cease to 
accroc on and after neb Repurchase Dane. 

(5) Each Nona is ccsvecdbfc at any rime on or be&ee the dose of btnk- 
ness OB Tone 1, 2001 into shares of USA Waste Common Stock at a 
Creraaion Pike (at of the date of tins Notice) of S3023 per share. A 
Holder may exercise this c om re niuu privilege by surrendering soch 
Note, duly endorsed or assigned to United or inhUnk (in the case of 
any Reg i stered Security), at any office or agency of Unted mam- 
tanttd hr that purp o se pursuant to Section 10.2 of the Indenture, 
accompanied by a duly segued conversion notice. Each Bearer 
Security surre n dered for cmvenfoo mn» bo Wnendcred together 
with all conpona ap p e rtai n i ng thereto tbre mature alter the date of 
am vcgaa tL 

(fil Tta address of the trustee in the USaittd Stans is: 


Corporate Tmst Office 

Four Atomy Stmt. 4th floor 
New Yotk. NY 10006 
Apn- Corporate Trasi aod Agency Group 
Tte addre» of the Paying Agsui in Londoa ic 
Bakers trast Company 
I Appald Street. Bmndgse 
Loodoa EC2A 2HE 
pa gland 

Amt Corporate Trust «d Agency Group 


TOs Notice it being datheed pmsuanUoSeetiw 142 of the Indenture. 
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JJ 3 . Morgan & Co. 
Incorporated 
US$300,000,000 
Subordinated floating rate 
notes due April 2005 


Notice is hereby given that for 
the interest period 15 October 
1997 to 15 April 1998 the notes 
will carry an interest rate of _■ 
5.67422% per annum. Interest 
ppyoble on IS April J998 tall 
amount fo US$143.43 per 
US$5,000 note and US$2,968.60 
per US$100,000 note. ■ . 


Agent MorganGuaranty 
Trust Company 


JPMorgan 



CREDITANSTALT 
BANKVEREIN 


US$250,000,000 
Subordinated collared 
floating rate notes due 2003 


Notice is hereby gioen that for 
the Interest period J4 October 
I99Tto 14 April 1998 the notes 
mV cany an interest rate of 
5.69922% per annum. Interest 
payable on 14 April 1998 
otfamomtto US$14406 per 
US$5.000 note amt US$2,88137 
per USSf 00.000 note- 


Agenfc Morgan Guaranty 
Trust Company 


JPMorgan 


BUSINESS OPPORTUNITIES 


L£ Wi.S-A PE A.Tx.BJEB LTV. 

(a member of the Lewis ft Feat Holding Group) 

Aviation specialists in the Russian Federation and CIS. 

Close association with airports. ATC centres and related civil/miliury 
organisations. 

Consultants to GEC-Marconi Radar & Defence Systems Ltd 
Co mp etence m: 

• BuriDcss/governinemAiduEtrial infrastructure. 

• Technology for aircraft, airport* and ATC. 

• Russian language. 

• Command A control systems, computer hardware & software. 
cuimuiirv rE ljfaHi 

• Project financing. • • 

Supported by the resources of tfae'Jrokliag company, which has a 200 year 

trading history,. _ \ 

if you need any support in these areas, please contact : 

John R. Oliver MSc MBCSCEog. Managing Director 

Lewis & Peat. Bier Lid 

79 Knightsbrldgc. London SWIX7RB 

let +44 1 71 235 0099 Fax: +44 171 633 335} 

E-Maik 1 0006CX3? 7tQ Conipu9ervexoni 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


We have - direct from the manufacturer - new high Quality executive and 
system ranges - conference and reoapOoro. L^jechoice of veneers. 
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COMPANIES AND FINANCE: INTERNATIONAL 


under the spotlight 

raises questions about the future 6f the German bank 


teak, . long 1 
^pfhfiF ^secretive a HA 
] ^mxaoBtb of 
aanben|fcg; bast on tb 


beset by fttritber 


Ty^a iatest totrigtto *tid 

tftstojatiaosk at Germany's 
seboHa-biggest bask^&ave 
.'• raised freda suestfoua about 
, tbs. ibeaftti' rend -direction.- - 
TtysyccapB a& Dbesc&ier is 
preparing for a.dtange-over 
in cJ^flKeciit^andtiTfcug 
to build its position as a 
global company in' invest" 
ment banking. 

The second top: banker 
within “ a month resigned 
over wTlBgatlons of tax evra- 
’ sion. Hans-ffllnther Aden- 
auer, a boarij member for tl 
yean, asked to be relieved of 
his duties - tttuW 
pressure bran the rest of the 
board, it teas whispered - 
after to 

personal income. from tax 
authorises. “The board put 
him in a room ' with a gtm 
and told himwbat to do wife 
ft," said one observer. 

.The Intrigue deepened 
when Jttrgen Sarrazin, the 
bank's quletiy-sboken chief 
executive, announced he 
wouHztohsbgarbe standing 
for • election to Dresdner’s 
non-executive supervisory 
board whan he steps down 
as the bank's top manager 
nextMay. ... 

. This was a shock, : since it 
was assumed Mr Sarrazin 
would ascend to the chair- 
manship of the supervisory 
board. But ft had also been a 
surprise -when, last month 
Presdner announced Mr Sar- 
razin would be ending his 
five-year tenure as chief 
executive next' May. much 
earlier than expected. Some 
analysts speculated that Mr 
Sarrazin, not an adept public 
communicator, had been 


pushed out to make way for 
a more robust manager. 
Dresdner announced that 
Bernhard Walter, currently 
responsible for corporate 
and institutional business, 
would be hjs successor: - 

But perhaps the biggest 
bombshell was the resigns.? 
tkm last month of Wolfgang 
Roller, head of Dresdner's 
snperrtsoay board, a former 
chief executive and one of 
Germany’s best-known and 
most tnfinpnwai bankers. 

Mr ROUer stepped down to 
answer allegations - which 
he desdes - that he sought to 
evade taxes by sending 
funds abrood- He became the 
latest and most senior casu- 
alty of investigations at 
Dresdner since 1994 over 
chains that the bank advised 
chants to send funds to for- 
eign centres, such as Swit- 
zerland and Luxembourg, to 
evade tax Other banks have 
also been targeted by similar 
investigations. 

What does such upheaval 
say. about Dresdnefs future? 
Ironically, most analysts 
have greeted the shake-up 
positively, viewing it as a 
necessary blood-letting to 
make way for a more 
vibrant, younger generation. 

While there were doubts 
about the abilities of some 
senior board members, says 
Ian McEwan, European 
banking analyst at Lehman 
Brothers in London, "the 
next rung down are as good 
as you will find anywhere”. 
Several observers enthuse 
about young rising stars 
such as Gerd H&ngler (a for- 
mer Bundesbank director 
who joined Dresdner only 
last year), ErnstMaritz LipP 
(responsible partly for prepa- 
rations for European mone- 
tary union) and Hansgeorg 
Hofmann (responsible for 
i nv e s tment banking). 


Analysts are also encour- 
aged by the early succession 
of Mr Walter, a tougher- 
talking manager than his' 
predecessor. Wife his experi- 
ence of corporate relations, 
he Is likely to focus on 
rebuilding corporate busi- 
ness, an area where Dresd- 
ner has bran losing ground 
to Its German rivals. 

"First, tax investigations 
are not only a problem for 
Dresdner. And as for the 
earnings development, It Is 
in a good condition," says 
Dieter Hein, banking analyst 
at Commanftank in Frank- 
fort Dresdner reported a 23 
per cent rise in operating 
profit in the first half of this 
year, after a 44 per cent 
increase to about DM2.8bn 
(*L6bn) in 1906. 

T he point is that Dresd- 
ner still faces the 
same challenges It did 
before the management 
upheavaL Mr Walter, as the 
new chief executive, will 
need to raise the profitabil- 
ity of its retail banking 
operations. He must also 
address difficulties with 
Dresdner's direct banking 
Operations, which are strug- 
gling to get off the ground. 

Bat the biggest Challenge 
is the naiftn of invest- 


ment hanking and the suc- 
cessful integration of Ktein- 
wort Benson, the UK Invest- 
ment bank it acquired in 
1996. 

To appease managers in 
both banks, Dresdner has 
nfioaaw Frankfort and Lon- 
don as the two global cen- 
tres for its investment bank- 
ing business, but such a 
disjointed arrangement la 
likely to prove unsatisfac- 
tory. Senior staff have 
already .left - Including 
Klein wort chairman Simon 
Robertson and vice-chair- 
man David dementi. 

The Integration is also 
proving costly. “This is okay 
for now because the costs 
are offset by buoyant reve- 
nues from the bullish, securi- 
ties markets. But I am wor- 
ried about the sustainability 
of those revenues,” says 
Piers Brown, banking ana- 
lyst at UBS in London. 

But Dresdner’s ambitions 
In investment banking 
remain high. In the summer 
it raised about DMi.6bn 
through a capital increase, 
with the explicit aim of 
using it to finance foreign 
expansion. Mr Sarrazin 
said he is keeping a "sharp 
eye” out for a Wall Street 
investment hapk- But it bas- 
so fro: revealed no plans; 


damping rumours Unking 
Dresdner to Donaldson. Luf- 
kin & Jenrette, the US 
investment hank. 

The long-standing criti- 
cism may still apply that 
Dresdner Is the follower, 
never the leader in German 
banking - always acting too 
late to catch up with bigger 
rival Deutsche Bank. 

Its difficulties in direct 
banking stem in part from 
its late entry into that mar- 
ket. It expanded heavily in 
investment banking several 
years after Deutsche had 
bought Morgan Grenfell of 
the UK. There is the fear 
now that consolidation in 
the US may be moving too 
fast for Dresdner to get a 
substantial foothold. 

It may also be overtaken 
by events in Germany. 
Observers speculate that 
Allianz, insurance group 
which owns almost one- 
quarter of DresdneTs shares, 
could soon swallow it 
HP- 

One lasting effect of the 
turbulence among Dresd- 
ner’s top management, 
therefore, may be that the 
bank is now more vulnerable 
to the whims of its largest 
shareholder. 
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Graham Bowley Stepping’ down: Jttrgen Sarrazin will not seek election to Dreschuor^s supervisory board 
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p&u to move means more 


By DanM Grain 


Pharmacia & Upjohn, the 
troubled DS-Swedish phar- 
macefitfteaM canfo«i!yy J !» to 
move its Txirporale head- 
quarters from the UK to the 
US. leds than two years after 
it said.it would, stay near 
London for five years. 

The move - t wfil . coat 
between gl0m-$lBm find wiB 
save $5m-$10m a year in 
operating costs. ' 

This and other restructur- 
ing costs wfll be included in 
a special charge to the com- 
pany fourth-quarter 
results. 

• F&U has issued a series of 
profit warnings .and charges 
since it was formed in late 
1998, as it struggled to cope 
with cultural differences 
within fhB new^ company, . 

The- headquarters move is 
the decision of Fred Haasan, 
duef executive brought hi in 
May 1997 to turn the com- 
pany ro u nd, 

He said: "ft's not a prob- 
lem with Windsor or. Lost-, 
don, it's that we need to 
build a new culture and 
have to weak from, one cen- 
tre. This will help us change 
our results, because In the 
US welre not getting mar fair 
share in sales and earnings.**- 
- Mir Haasan said that the 


real pay-off far the move 
would be in improved man- i 
a gwne ut effectiveness. . 

The company wiS also be 
moving its Nhrth American 
pharmaceutical and market 
tag operation from Upjohn's 
headquarters in Kalamazoo, 
Michigan, to the new pile. 

This is likely to , affect 
10 per cent of the 6^00 work- 
ers at Kalamazoo, same of 
wham wifi lose their Jobs as : 
A result of what iff: H aasan | 
calls "consolidating corpo- 
rate functions, in one i 
centre”. This move wHl be 
completed by the aid of the 1 
second quarter of 1996, he 
said. . 

Windsor had been chosen 
as a compromise between 
the existing headquarters i 
sites of Kalamazoo, Stock- , 
. holm, Sweden, and Milan in 1 
. Italy. Some 80 people were , 
relocated to the site or hired 
locally. 

The new location has not 
yet been decided, except that 
it is to be an the east coast 
in one of the mid-Atlantic 
states of New York, New 
Jersey and Pennsylvania, 
where most of the large 
US’ drags companies are 


strength across 


More teamwork across borders and disciplines 


Mr Bassan said the move 
did not mean that PMJ was 
becoming a US company. 


The Financial Times |>kms tt> publish .« Surv«ry on 

Spanish Banking 
& Finance 

on Monday November 17 
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When companies enter complex new markets, they often 
require solutions made up of many parts - the kind 
J.R Morgan creates by integrating its worldwide capabilities 
to deliver more. 

More meshing of corporate advisory, foreign exchange, 
and capital raising skills to help growing firms m Russia, 
South Africa, Brazil, and other countries expand their 
markets and grow their businesses. 

More first-hand knowledge of industries and locales, 
paired with leadership in both public and private debt 
underwriting, to help privatize power generation and 
other key infrastructure elements in Asia, Eastern Europe, 
and Latin America. 

More know-how in risk management, combined with our 
active trading presence in securities markets around the 
world, to help companies access attractive investment 
opportunities in emerging markets. 

These are just a few of the reasons why governments, 
institutions, corporations, and individuals turn to J.R Morgan. 
They know we've got the precision machinery) in every 
comer of ihe firm and every comer of the globe, to craft 
financial solutions that deliver more. 

www.ipmorgan.com 
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Hughes slips 
4.7% to $240m 


COMPANIES AND FINANCES THE AMERICAS . J 

Travelers, J.P. Morgan and Donaldson.. Lufkin & Jenrette report improved quarterly earning s 

Strong markets lift US finance groups 


By Christopher Parkes 
In Los Angeles 

Hughes Electronics' net 
income slipped 4.7 per cent 
to £Z40m during the third 
quarter in spite of improve- 
ments at the space and tele- 
communications divisions 
that 'will soon account Tor 
the bulk of its operations. 

Earnings per share of 60 
cents, against 63 cents last 
time, outstripped analysts' 
estimates as operating 
income from satellites and 
space-based services almost 
doubled to Si 15m: revenues 
rose 26 per cent to $l24ba. 

Del co. the car parts busi- 
ness, felt the pressure of the 
competitive global sourcing 
initiative of General Motors. 
Hughes’ parent, and the divi- 
sion’s operating profit slid 
from $166m to $96m. 

Operating margins on 
components fell from 13 per 
cent to 8 per cent as the 
value of Delco parts installed 
in GM vehicles dropped from 
$900 to $816 a vehicle. 

Delco is due shortly to be 
absorbed by GM’s Delphi 
Automotive Systems in a 
wholesale restructuring 
which will also see defence 
operations sold to Raytheon. 

Defence revenues rose 6.8 
per cent to $l.63bn and prof- 


its slipped from $167m to 
$166m. 

Michael Armstrong, chair- 
man, who is tipped to take 
up the vacant chief execu- 
tive’s seat at AT&T, the US 
telecommunications group, 
said record space revenues 
and income resulted from 
subscriber growth at the 
DirecTV satellite television 
service and the merger with 
the PanAmSat satellite 
group. 

At the end of the period. 
DirecTV had 2.9m US sub- 
scribers and 233,000 in Latin 
America. Operating profit 
margins rose to 9.2 per cent, 
compared with 621 per cent. 

Group income for the first 
nine months, adjusted for 
one-time gains, fell 12.6 per 
cent to 3699m, and earnings 
per share were 12.5 per cent 
lower at 81.75. 

In a separate report yester- 
day. PanAmSat. which incor- 
porates Hughes’ former Gal- 
axy operations, said 
revenues for the quarter 
slipped 7 per cent to 3170m. 

It launched two satellites 
during the period, doubling 
capacity serving Latin Amer- 
ica. signed business and 
internet service agreements 
which increased revenues 
from these operations 22 per 
cent to 335m. 


By WHUam Lewis and John 
Authors in New York 

Three of the leading US 
financial services groups 
reported strong third-quarter 
earnings yesterday on the 
back of buoyant markets, 
the continued strong sales of 
retail investment products, 
and intense investment 
banking activity. 

Travelers announced 
sharply improved results. 
thanks mainl y to Continued 
strong fund management 
performance. 

Total operating earnings 
for the quarter to the end of 


September were $740. 8m, up 
29 per cent on the 3576.1m 
recorded in the equivalent 
quarter of 1996. while operat- 
ing earnings per share 
increased 30 per cent to 3LL2 
- far in excess of research 
group First Call’s consensus 
estimate of $ 1 - 01 . 

Smith Barney - Travelers’ 
Investment banking arm 
which win be merged with 
Salomon next year to form 
Salomon Smith Barney - 
increased operating earnings 
by 45 per cent, from $208.7m 
to SEKKLSm. 

Its return an equity was 
39.3 per cent, while pre-tax 


pro fi t marg ins increased to 
26.9 per cent, up from 22.7 
per cent in the equivalent 
period of 1996. 

The results were helped by 
the strong equity market 
and buoyant retail demand 
far savings products. Asset 
management fees rose 26 per 
cent to 3433m. 

However, the company 
made plain it had continued 
its aggressive cost contain- 
ment strategy. Non-compen- 
sation costs dipped from 21.3 
per cent to 18.5 per cent of 
net revenues, while compen- 
sation fell from 56.0 per cent 
to 54.6 per cent of revenues. 


J J*. Morgan reported net 
income of $396m for the 
third quarter of the year, up 
43 per cent on the third 
quarter of 1996 and a 5.8 per 
cent improvement on the 
second quarter of this year. 

Earnings per share were 
$1.96 - marginally below 
analysts’ expectations - 
compared with $L32 In the 
third quarter of last year, 
and $1.85 in the second quar- 
ter of this year. 

Donaldson, Lufkin & Jen- 
rette, the investment bank 
majority-owned by the Equi- 
table insurance group, 
reported net income of 


$ 120 . 3m, the equivalent of 
$ 1.80 per share on a primary 
basis, for the third quarter. 
The performance repre- 
sented a record for the bank. 

DU’S earnings were sub- 
stantially above analysts' 
expectations of 31.26 per 
share for the quarter and 109 
per cent higher thra the 
comparable quarter last 
year. 

The shares of all three 
companies increased In 
morning trading on Wall 
Street, JJP. Morgan rose 32 to 
$120tt;DLJ SiY. to $77%; and 
Travelers to $75&. 

Both J.P. Morgan and DLJ 


cited strong performances ^ 
investment banking as one 
of the highlights of their 
third quarter performances. 

DLJ said that fee income 
had increased by 68 per cent 
to $209. 7m, mainly as a 
result of takeover advisory 
work and working as a 
placement agent for private 
equity funds. 

Overall, J J. Morgan’s rev- 
enues from advisory services 
end debt and equity under- 
writing increased by 74 per 
cent to $328m. "reflecting 
record levels of investment 
' hanking activity,” the bank 
said. 


Netcom On-Line loses independence to ICG 


By Nicholas Denton 
in San Francisco 

Netcom On-Line Communication 
Services, one of the few remaining 
significant independent internet 
service providers in a market 
increasingly dominated by telecom- 
munications groups, is to be taken 
over. 

The internet pioneer said yester- 
day that it is to merge with ICG 
Communications of Colorado, one 
of the local exchange carriers 
which compete with the estab- 


lished regional Bell operating com- 
panies such as US West The deal 
is valued at 3285m. 

Netcom, in 1994, was the first 
internet company to mount an ini- 
tial public offering. It was also the 
first ISP to offer unlimited access 
at cut-price monthly rates. 

It is the largest ISP to California 
and has 550,000 customers world- 
wide. Its acquisition is the fourth 
large move to consolidate the inter- 
net access market in the last 18 
months. 

The move follows the absorption 


of UUNet Technologies by World- 
Com for $2bn. local carrier GTE’s 
$616m acquisition of BBN. a pio- 
neering ISP. and September’s pro- 
posed three-way deal involving' 
WorldCom, America Online and 
CompuServe. 

Netcom’s decision underlines, the 
pressure on independent ISPs. The 
4,500-strong sector is predicted by 
Gartner Group, the market 
researcher, to decline in number by 
90 per cent within five years. 

Of the early pioneers of the inter- 
net access market, only PSINet 


remains independent ISPs which 
have emerged more recently , such 
as MindSpring Enterprises and 
Verio, have grown largely through 
acquisition. 

When the internet was primarily 
a computer network for academics, 
the independent ISPs were among 
the first to provide dial-up access 
to the general public over ordinary 
telephone lines. 

However, telecoms giants such 
as AT&T in the US and Deutsche 
Telekom In Germany entered the 
market after recognising that 


much recent growth in telecoms 
traffic was due to the internet 

Analysts believe telecoms carri- 
ers will dominate the internet 
access market because they can 
bundle different services in one 
package wnd offer the convenience 
of one consolidated communica- 
tions bQL 

■Larger carriers such as World- 
Com, which can run consumer traf- 
fic in the evening over data net- 
works used by corporations during 
the day, also enjoy economies of 
scale. 
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AMERICAS NEWS DIGEST 


ITT in office 
shake-up plan 

ITT, file US hotels and casinos company defending itself 
against an unsolicited $8-3hn offer by the rival HD ton 
Hotels group, yesterday said it planned to $aveS55ma 
year by consolidating its existing New York headquarters 
with the heed offices of its Sheraton hotel operations in 
Boston and Its Caesars gambling operations in Las Vegas. 

The new headquarters would employ 80 people, it said, 
down from 166 now and 323 in April, and would be located 
in Sheraton's Boston offices, Sheraton's New York hotel 
complex or new offices in the outer New York suburbs of 
Westchester or Fairfield County. 

The move increased expectations that ITT was about to 
offer shareholders an improvement on its plan to split the 
company Into three and buy back about 26 per cent of Its 
stock at $70 a share - the same price being offered by HD- 
teax Mr Band Araskog, ITT chairman and chief executive, 
said:. "We are committed to serving the best interests of 
our shareholders, and we are studying the best way.to 
return thfe incremental value to them.” 

At ffie end of last month, a Nevada court ruled that ITT 
could not press ahead with, its break-up plan without a 
shareholder vote. FIT subsequently chose November 12 as 
the date for the vote. Richard. Tomkins, New York 

■ BRAZIL 

Utility sale set to raise R$323m 

Hie Brazilian state of Mato Grosso has added to the coun- 
try’s increasingly crowded privatisation agenda by 
announcing a minimum price for the sale of its electricity 
utility, Cemat The state plans to sell 87 per cent of the 
company on November 27 for a minimum of R$323J3m 
(US$295m). 

It brings to six the number of state-controlled electricity 
distributors due to be sold this quarter. Cemat joins three 
other small utilities - Enersul, Bnergipe and Casern, con- 
trolled respectively by the governments of Mato Grosso do 
Sul, Sergipe and Rio Grande do Norte - slated for auction 
by mid-December. 

They will be dwarfed by the sale of two distributors in 
the state of Rio Grande do Sul for a combined minimum 
of R$L68bn on October 21, and by that of OPEL, the dis- 
tributor for the interior of S&o Paulo state, for a minimum 
price of R$2.1bn on November 5. 

The Braz il i an government expects the sale of the coun- 
try’s federal and state controlled electricity industry to 
raise between R$35bn and B$40bn by the end of next year. 

Jonathan Wheatley, Sdo Paulo 

■ MEXICO 

Vitro sells Cydsa stake 

Vitro, the Mexican glass maker, has announced the sale of 
its 49.99 per cent shareholding in Cydsa, a chemicals, 
fibres and textiles producer, to members of the Gonzklez- 
Sada family, who are also important shareholders in 
Vitro. 

The sale agreement, which is expected to raise between 
S230m and $26Qm, was welcomed by equity analysts, who 
anticipate Vitro will use the proceeds to retire expensive 
debt and build up a cash reserve to expand into new busi- 
nesses next year. . 

Cydsa, which was hot consolidated within the Vitro 
group of companies, was not an important source of prof- 
its for the group. The publicly-traded company has one .of 
the worst margins in file petrochemicals business and suf. 
fers from management problems. 

The Gonzalez-Sad a family will pay for Vrtro’B stake in 
Cydsa with their own Vitro shares, which amount to 

about 12 per cent of the SLSbn conglomerate. J.P. Morgan, 
the US investment bank, is understood to be helping Vitro 
find a strategic partner, or many ins ti t ut ional investors, 
willing to buy the Gonz&lez-Sada shareho lding 

Leslie Crawford, Mexico City 

M VENEZUELA 

Tariff review governs sell-off price 

Vene zuela' s Margarita Island electricity complex, which is 
to be privatised in mid-December, is expected to reap 
between $80m and 3120m. a senior goV e r n rmmt nfflr-iaT . 
said. The fin al price would depend on the tariff, which ' - 
are currently being reviewed by the ministry of energy 
rad mines, the official said. A higher tariff means the 
operator wfU be able to recover more quickly investments 
into ex pans io n and modernisation. 

In order to meet future demand the. winning bidder will 
have to construct either a gas pipeline or a power trans- 
mission line, each estimated to cost $8<XtaL A gas pipeline . 
is currently the favoured alternative, fha source-said, 
because gas has multiple uses on tfre Plans' ■’ ' 

Twelve companies have shownlmerest iii pre-T^Ister- *' 
mg, including Chile’s Endesa. Chilquinta and Chfiectro, 
Japan's Mitsubishi, Gaz de France, General Electric, oT . 
the US, Venezuela’s Etectriddad de .Caracas, as wen as a 
Brazilian company. * - Bo yrrKmd^OjUt^ Caracos 

Comments and press releases about mterTurckrnal] 

companies caaeragecan be sent by e~maH to. 

BUerrmtimoLcotrgmmes^Lam- . 7 : :"- r -.-''_ 
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COMPANIES AND FINANCE: EUROPE 


Polish drugs sector 
opens up to outsiders 


By Kevin Done, 

East Europe Correspondent 

Pliva. the Croatian drugs 
group, and ICN Pharmaceu- 
ticals. of the US, yesterday 
announced they would take 
majority stakes In two of 
Poland's leading pharmaceu- 
ticals companies. 

The sales represent the 
first in the country’s drug 
sector to foreign strategic 
investors, and strengthen 
the positions of Pliva and 
ICN as two of the leading 
regional forces in the central 
and east European pharma- 
ceuticals industry. 

Pliva will pay S85.?m for a 
60 per cent stake in Kra- 
fcowsJde ZakJady Farmaceu- 
tyczne Polfa. in one of the 
biggest intra-regional deals 
in central Europe. 

The Croatian group, the 
first central European indus- 
trial company to gain a full 
listing on the London Stock 
Exchange, will inject a fur- 
ther $38m in new equity into 
Polfa Krakow within 12 
months, raising its stake to 
81.5 per cent- It is committed 
to investing S73.5m during 
the next five years to 
improve and expand produc- 
tion facilities. 

A further 10 per cent stake 
in Polfa Krakow will be 
bought for $14 . 2 m by Han- 
dlowy Investments, the 
investment arm of Bank 
Handlowy. the recently pri- 
vatised Polish bank, which 
has formed a consortium 
with Pliva. The rem aining 30 
per cent will be held by the 


Polish government. Of this, 
up to half could be distrib- 
uted to employees. 

Polfa Krakow is Poland's 
third-largest pharmaceuti- 
cals producer with a 3.4 per 
cent share of the highly frag- 
mented market More than 
90 per cent of its sales come 
from generic drugs, with 15 
per cent coming from 
exports. It reported net 
profit of $9.2m last year on 
sales of $65-6tn. 

ICN Pharmaceuticals is 
paying $33. 7m for an 80 per 
cent stake in the smaller 
producer. Przedsiebiorstwo 
Farmaceutyezne Polfa w 
Rzeszowie, located like Polfa 
Krakow in southern Poland. 

Bill MacDonald. ICN exec- 
utive vice-president for stra- 
tegic pl annin g, said the 
group was committed to a 
five-year capital investment 
programme at Polfa Rzeszow 
totalling $33m. The Polish 
group made a net profit of 
$gm last year on a turnover 
of $40m. 

Polfa Rzeszow is the sev- 
enth company acquired Ln 
central and east Europe by 
ICN. which is headed by 
Milan Panic, the Belgrade- 
born Californian millionaire, 
who served as prime minis- 
ter of Yugoslavia in 1992. 

It already has production 
operations in Yugoslavia. 
Russia and Hungary, and 
sales in the region last year 
totalled $355.4m, accounting 
for 58 per cent of total group 
turnover of $61 4m. 

Pliva was advised by 
Union Bank of Switzerland 


and ICN by Deutsche Mor- 
gan GrenfelL UBS is commit- 
ted to providing up to $50m 
of acquisition financing to 
Pliva. 

Both Pliva and ICN are 
seeking to build a regional 
presence in the central and 
east European pharmaceuti- 
cals industry. 

Zeljko Covie. Pliva chief 
executive, said the acquisi- 
tion of Polfa Krakow woald 
give it a manufacturing base 
Inside the Central European 
Free Trade Agreement 
(CEFTA) region, and later 
within the European Union, 
where Poland is one of the 
front-runners for early mem- 
bership. Pliva would seek 
further acquisitions through 
future privatisations in the 
region, he said. 

The group's sales in cen- 
tra] and east Europe, includ- 
ing its domestic market in 
Croatia, totalled 903.2m 
kunas ($150m> in the first 
half of 1997 on group turn- 
over of 1.4 bn kunas. 

Mr CoviC said central and 
east European markets were 
Pliva *s main target for 
future growth, in particular 
for its own big-selling antibi- 
otic azithromycin, which it 
sells in the region under the 
brandname Sumamed. Its 
regional sales force is being 
developed rapidly, chiefly in 
Russia, the Czech Republic, 
Poland and Slovakia. 

Elsewhere in the world, 
Pliva has licensed azithro- 
mycin to Pfizer of the US. 
which sells it under the 
name of Zithromax. 


Austrian 
bank in 
Polish 
move 

By Christopher Bobmski 
in Warsaw 

Creditanstalt has taken a 13 
per cent stake in Poland's 
Powszechny Bank Kredy- 
towy In the first stage of a 
campaign by the Austrian 
h ank to build its influence in 
central Europe’s largest 
banking market. 

The move follows Its Fail- 
ure to gain control of the 
Polish Investment Bank, 
which went to the Polish- 
controlled Kredyt Bank. 

Creditanstalt, which paid 
$59m for its PBK. stake, has 
had a corporate banking 
operation in Poland since 
1991. U now has eight 
branches and reported a net 
profit of 9.lm zlotys last year 
on a balance sheet worth 
1.2bn zlotys ($3S4m). 

The Austrian hank is 
expected to try to increase 
its stake by buying shares 
from institutional investors, 
who were allocated 10-5 per 
cent of the equity und er the 
terms of a public offer. The 
PBK offer also left the Warta 
insurance company and the 
Kredyt Bank with 13 per 
cent each, and FIB with a 
symbolic l per cent. 

The three local institu- 
tions are the re maining 
members of a group which 
has sought to win control of 
the bank 

HSBC advised the govern- 
ment on the sale. 



Clear for take-off: JOrgen Weber, Lufthansa ehief executive, left, and Matthias Wissmann, German transport minister 

State ends link with Lufthansa 


Shares in Lufthansa, the German 
airline, last night closed down 15 pfen- 
nigs, on the first day after the 
government priced its remaining stake 
in the carrier, writes Our Financial 
Staff. 

At the close of electronic trading in 
Frankfort, the shares stood at at 
DM33.40, down on Friday's close bat 
slightly ahead of the price of the 
remaining tranche in the national flag- 
carrier. 

Dresdner Kleinwort Benson and SBC 
Warburg Dillon Read, the global 
coordinators hawWng the sale of the 


German government’s remaining 
shares in Lufthansa, on Sunday set an 
issue price of DM3350 for the remain- 
ing 143m shares - or 375 per cent of 
fiie total equity - in the airline. 

“The share price was in line with 
expectations. After the latest consoli- 
dation on the stock market and in the 
Lufthansa share price, the price is not 
unattractive,*’ said an analyst at a pri- 
vate German bank. 

"The price should not be a surprise 
and should be jrefty neutral. for the 
market," be said. 

The issue was more than two times 


subscribed, and retail investors, who 
received slightly more than 50 per cent 
of the new shares, were given a dis- 
count of DMi a share. 

Jttrgen Weber, Lufthansa chief exec- 
utive, joined Matthias Wissmann, 
transport minister, on the floor of the 
Frankfurt stock exchange yesterday to 
launch trade in the new shares. 

The offering was the largest in Ger- 
many since last year's partial 
privatisation of Deutsche Telekom. 

Lufthansa's close came against a rise 
in the nws Dax fnd^ x, to 4J22557 from 
4.164.82. 
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Privatised Slovenian 
groups face upheaval 


By Jack Grimston 
in Ljubljana 

Upheavals at two leading 
Slovenian companies have 
highlighted the problems of 
outside shareholders introd- 
ucing western-style corpo- 
rate governance to a for- 
merly communist economy. 

ZIvko Pregl. chief execu- 
tive of Mercator, a supermar- 
ket chain and the country's 
largest private employer 
with 9.000 workers, was fired 
last week by the company's 
supervisory board. 

Mr Pregl, deputy prime 
minister in the Former Yugo- 
slavia before Slovenia’s 1991 
independence, was accused 
of being incapable of run- 
ning the company. 

Vojmir Urlep. ehief execu- 
tive of Lek, one of central 
Europe’s leading pharmaceu- 
tical companies with sales 
last year of about $280m, 
also resigned last week for 
"personal reasons". He will 
remain part of the manage- 
ment team. 


Mr Pregl lost his job in 
July, but was quickly rein- 
stated. He described the sec- 
ond firing as “close to 
sadism”. 

Miran Goslar. Mercator 
supervisory board chairman, 
launched a ferocious attack 
on Mr Pregl’s record, includ- 
ing accusing him of not 
producing enough profit, 
antagonising employees and 
relying too much on foreign 
audiences. 

The antagonism was 
caused by a restructuring 
plan, led by Mr Pregl. to cen- 
tralise management, reduce 
Mercator's workforce, mod- 
ernise the retail chain and 
prepare non-core businesses 
for disposal. 

Mr Pregl considered the 
plan vital to the company's 
survival amid the gradual 
influx of foreign competition 
into Slovenia’s retail sector. 

The upheavals could 
endanger a DMi40m <$80m> 
loan by the European Bank 
for Reconstruction and 
Development and a syndi- 


cate of five commercial 
banks. 

While about DMl?m has 
already been disbursed, the 
EBRD will withhold the sec- 
ond tranche of up to DMl2m 
until it is confident that a 
goad management team is in 
place and that restructuring 
goes ahead. 

Institutional shareholders 
have called an extraordinary 
meeting for October 28. 

“The strategy remains the 
same, but the instruments 
could be different,” said 
Zoran Jankovic, the new 
Mercator chief executive, 
formerly a member of the 
supervisory board. 

Both Lek and Mercator are 
owned by a mix ture of 
employees, members of the 
public and Slovenian and 
foreign investment funds fol- 
lowing the country’s 
protracted privatisation. 

But institutional share- 
holders have found it diffi- 
cult to make themselves 
heard on either company's 
supervisory board. 


This announcement appears as a matter of record only 

Bionatura S.A. 

@BIONATURA S.A. 

has been acquired by 

Revlon de Argentina S.A.I.C. 

a wholly owned subsidiary of 

REVLON 
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WestMerchant initiated this transaction and 
acted on behalf of the vendor. 
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WestMerchant 

A member of the WestLB Group 


Are you taking the right-risks for your shareholders? 


Do you have too much capital? Or too tittle? 


Could your cashflow he more stable? Should it? 


Are emeigmg matkets an opportunity or a threat? 


How can you improve your access to the capital markets? 


[{ you have confidence in your answers 
to these question", >top reading this ad. 


At Bankers Trust Risk Management Advisory, we regard risk management 
as more than a discipline to measure and mitigate risk. We see it as an 
enterprise-wide, decision -making framework to drive the creation of value. 
Bankers Trust pioneered the concept of proactive risk management, and we 
provide this skill and insight to our clients in all aspects of their business. 
Our approach and innovative solutions have resulted in Bankers Trust being 
named Euromoney ' s "Risk Advisor of the Year” two years running. To explore 
answers to the questions above, as well as others, we invite you to call 
Kevin Ferrell in New York at 212-250-4773. A 
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COMPANIES AND FINANCE: EUROPE 


Spain restricts Endesa sell-off to 25% 


Bjr Tom Bums in Madrid 


The Spanish government 
yesterday scaled back the 
sale of Endesa, the power 
groqp, over concerns about 
the volatile equity market 
and a lukewarm response 
from international institu- 
tions. 

The market disposal of the 
main domestic electricity 
generator and distributor, 
which will be completed 
next Monday, win, however, 
still be worth PtaBOQbn 


($5.4bn), more than double 
the largest amount ever real- 
ised from a disposal an Mad- 
rid’s Balsa. 

Sepi, the government 
3@3icy that controls 97 per 
cent of Endesa’s stock, had 
previously received approval 
to sell a minimum of 25 per 
cent of the power group’s 
equity and a maximum of 85 
per cent. However, Pedro 
Ferreras, Sepi chairman, 
said last night the agency 
and its banks had agreed to 
waive the option of increas- 


ing the offer, and to restrict 
it to 25 per cent 

The decision surprised 
some market analysts, given 
the strong demand for End- 
esa stock among small 
domestic savers who have 
been offered the bulk of the 
disposal. Demand among 
retail investors for the power 
group was said to be 10 
times the amount offered. 

Prudence, however, dic- 
tated reining in the offer to 
its set Tniwhrnim to ensure 
support far the share price 


after the partial privatisa- 
tion. “Our objective is not to 
realise the nmyirmnn earn- 
ings but to ensure that there 
will be no fluctuations in the 
after-market,” Mr Ferreras 
said. 

Xt is understood that the 
banks coordinatirig the offer 
- Merrill Lynch of the US. 
and the domestic banks 
Azgentarla and SantwTftfar — 
had noted a less than enthu- 
siastic response from inter- 

nati nmal msHtiiHnns , 

Mr Ferreras said demand 


from institutions already 
represented 100 per cent of 
the total they had been 
offered. However, in an 
implicit admission that 
demand was unlikely to 
increase before the offer 
closed at the end of this 
week, he said the greenshoe, 
or over-allotment tranche, 
which represents 2.5 per cent 
of Endesa's equity, was 
likely to be allocated to 
gmap domestic investors. 

The advisory banks are 
believed to have feared a 


strong flowback from retail, 
investors if the disposal had 
been increased to its maxi- 
mum 35 per cent. 

The disposal, including the 
greenshoe allo tm ent, will- 
reduce Sepi's stake in End- 
esa to 39.5 per cent A fur- 
ther 5 per cent of the agen- 
cy’s equity is earmarked for 
safe to shareholders of Chi- 
le's Enersis power group. 

Mr Ferreras said he expec- 
ted the full privatisation of 
Endesa to take place next 
year. 


Generali makes its move 


with hostile AGF bid 


T he ambitious FFr55bn 
($9.35bn) hostile bid 
launched yesterday by Gen- 
erali for AGF says much about the 
upheaval in both French and Ital- 
ian-style capitalism. 

The merger of the French insur- 
ers Axa and UAP, announced late 
last year against the backdrop of 
European monetary lininn, created 
huge pressures for consolidation in 
the sector. 

The imminent sale of the state- 
owned GAN and of Athena, which 
is controlled by the Worms group, 
and the speculation In the shares 
of the privatised AGP, all mean 
that time is running out for rivals 
interested in entering the French 
market in farce. 

In Italy, Generali has been 
stre amlinin g its By zantine struc- 
ture of businesses, including its 
extensive French interests, as well 
as becoming more open to the out- 
side world. It hosted its first meet- 
ing for financial analysts last July. 

Generali had long been seen as a 
potential consolidator in the Euro- 
pean insurance industry, but until 
yesterday had only made relatively 
timid acquisition forays. 

After being outmanoeuvred by 
Axa, it sold its 10.5 per cent stake 
in the French insurer last year, 
netting about $lbn to add to its 
cash pile. It was also thwarted last 
year in its bid for Creditanstalt, of 
Austria. 

What moves it had made were 
relatively min or compared with the 


overall size of the group. These 
included the acquisition of Prime 
from Fiat in Italy and Migdal in 
I sr ael. 

Since Antoine Be mb elm. a 
senior partner with Lazard Fr&res, 
the Paris-based investment bank, 
became Generali chairman two 
years ago, the markets have been 
waiting for a significant strategic 
move. 

However, the insurer appeared 
reluctant to launch a blockbuster 
bid, which was regarded by the 
markets as curious in view of Mr 
Bernhelm’s reputation as a deal- 
maker. 

Mr Bemheim was widely expec- 
ted to target France, not just 
because he was horn there but 
because the country has long been 
Generali's largest market outside 
Italy - it ranks fifth in the French 
non-life market and 10th in life 
business. 

The group has also been a tradi- 
tional member of Italy’s salotto 
buono , or “fine drawing room'’, of 
private finance, and yesterday’s bid 
was not regarded as hostile to the 
Ifil holding group's interests in 
Worms, the financial an d indus- 
trial holding company for which 
Ifil and AGF launched a friendly 
bid last week. 

Generali, which is the fourth 
largest shareholder of Fiat, the car- 
maker controlled by the Agnelli 
family, is above all interested in 
the Worms insurance interests and 
AGF. 


Ifil, in contrast has emphasised 
it wants to strengthen its ties with 
the Worms industrial operations. 

This year, Ifil indicated it would 
favour the sale by Worms of 
Ath6na to take advantage of the 
high premiums insurance compa- 
nies were fetching. 

Ifil and Generali also invested in 
stakes in the new stable sharehold- 
ing core of Telecom Italia, the Ital- 
ian telecommunications group to 
be floated this month. 

Generali is further intricately 
linked to the so-called Italian 
“northern business galaxy”. Apart 
from its stake in Fiat, it owns 
stakes in Banca Commerciale Ital- 
ians, the Gemina holding company. 
Carlo De Benedetto’ s Cofide hold- 
ing. and Pirelli, among others. 


I t has also been a traditional 
ally of Mediobanca, the influen- 
tial Milan merchant bank 
which controls about 13 per cent of 
Generali, and of Lazard Fibres, 
which owns about 5 per cent of the 
Italian insurer. 

Apart from his senior roles at 
Generali and Lazard Freres, Mr 
Bemheim is also deputy chairman 
of Mediobanca. 

The question now Is whether 
Generali - or the “Lion of Trieste”, 
as it is commonly known - will be 
able to char m AGF into c omplian ce 
and see off the defences that the 
French group has long discussed in 
response to rumours about a lias- 
tile bid. 



The markets have been waiting for Antoine Bemheim to move 


Allianz, the firman financial 10 per cent return on equity this 


group which - like AGF - owns a year rising to 14 per cent in 2000 - 


stake in AMB, the German insurer, 
is among poskble “white knights” 
that could help AGF launch an 
alternative friendly offer. 

But given the ambitions finan- 
cial targets that it has set itself - a 


Generali is not likely to give up 
easily. 


Paul Betts and 
Andrew Jack 


Nordbanken chief hails link with Finland’s Merita as an ‘ideal marriaj 


Merged bank aims for Nordic dominance 


By Tbn Burt in Stockholm 


Hans Dalborg, president of 
Nordbanken, yesterday 
hailed the proposed SKrflOhn 
(SlO.Bhn) merger of Sweden's 
fourth largest hank with 
Merita, Finland’s leading 
lender, as the creation of a 
“mean team" In Nordic 
banking. 

By bringing together the 
two retail banks, Mr Dalborg 
said the enlarged group 
could look forward to a 15 
per cent return on equity by 
aggressively cutting costs 
and exploiting synergies in 
their banking products. 

Announcing the latest 
merger in the region’s finan- 
cial services industry, he 
hinted that MerltaNardban- 
ken - while late to the con- 
solidation frenzy sweeping 


the sector - could yet over- 
take rivals by forming an 
alliance of three or four 
Scandinavian hanky 

Sitting alongside Merita 
chief executive Vesa Vainio 
yesterday, Mr Dalborg 
suggested that the Swedish- 
Finnish banking axis might 
just be the beginning of a 
new force in northern Euro- 
pean banking - one which 
would boast market domi- 
nance around the Baltic Sea 
in retail and corporate lend- 
ing, pensions, insurance an Q 
equity trading. 

“MeritaNordbanken will 
thereby become an attrac- 
tive partner for additional 
financial activities and will 
also have the capacity to 
make acquisitions in the 
Nordic countries,” he added. 

As a vision for the region’s 
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banking industry, it was cer- 
tainly grand. Under the sce- 
nario unveiled yesterday, 
MeritaNordbanken would 
become by far the dominant 
group in the Nordic banking 
sector, possibly by swallow- 
ing one of its weaker Danish 


CONTRACTS & TENDERS 


REPUBLIQUE DE COTE D’IVOIRE 
w CABINET OF THE PRIME MINIS TER 
» PRIVATIZATION COMMITTEE 

MINISTRY OF AGRICULTURE AND ANIMAL HUSBANDRY 


PRIVATIZATION OF THE «COMPAGNIE IVOIRIENNE POUR 
LE DEVELOPPEMENT DES TEXTILES» (CIDT) 


W i thin the fiftmewoffc of its program of privatization, the Government of the «Republique de Cote 
d’Ivoire» has decided to privatize the «Compagnie Ivoirienne poor Je Divetoppemeat dra Textiles* 


(CIDT). 


Specializing in the production of cotton fiber for the local industry and for export, CIDT acts as die main 
player for the management of rertilcteTS, the ginning of the cotton grain in its own mills, for the aid to the 
producers and for research and dcveloppment in the cotton sector. 


rivals along the way. 

As a vehicle for challeng- 
ing its far larger German 
and UK competitors in the 
European single market, 
that idea has merit But ach- 
ieving it may be easier said 
than done. Certainly, rivals 
such as Sweden's Svenska 
Handelsbanken and Skan- 
dinavlska Enskilda Banken 
wifi not sit by while Meri- 
taNordbanken tries to eat 
into their market share. 

Such banks have already 
embarked on consolidation 
to protect their core busi- 
nesses and expand their ser- 
vices into areas such as 
insurance. SE-Banken, for 
example, earlier this month 
announced a SKrl6.8bn 
merger with insurer Trygg- 
Hansa, while Svenska Han- 
delsbanken has acquired 
mortgage lender Stadshypo- 
tek. That trend has also seen 
the merger this year of 


Swedbank and FOrenings- 
banken, while last week the 
Finnish government 
announced plans to merge 
Postlpannki and Finnish 
Export Credit into a new 
financial group. 

So it remains uncertain 
unclear how the enlarged 
MeritaNordbanken will 
become more than just that, 
a larger lender in an increas- 
ingly competitive market. 
While there are clearly 
opportunities for cross-sell- 
ing - notably Merita's of life 
products through Nordban- 
kan's Swedish branch net- 
work, and the latter's 
mutual fluids operations in 
Finland - but that in itself 
will, not make the group a 
truly pan-European lending 
group. 

“People will be disap- 
pointed by this deal” said 
Peter Thome, European 
banking analyst at Paribas 
in London. "It looks defen- 
sive and given the cultural 
difference between the two 
banks, it Is not easy to see 
how it would be successful” 

Mr Dalborg and Mr Vainio, 
who will initially become 
chief executive and chair- 
man respectively of the new 
bank, reject that claim. They 
point out that the merger 
wifi realise cost and revenue 
synergies of up to SKriWOm, 
while promising a return on 
equity of at least 15 per cent 
over the economic cycle. 

That prospect won 


applause yesterday from 
some industry analysts in 
Stockholm, who calculated 
that the new bank's "eco- 
nomic value added" - net 
interest plus other revenues, 
minus depreciation of capital 
- at SKrlA9bn. “Its nearest 
competitor will have an EVA 
of less than SKrl2bn, so the 
growth prospects are very 
good indeed,” said Anders 
Grufman, of management 
consultants Grufman Reje. 

But other analysts were 
more sceptical, arguing 
Nordbanken would have 
done better to consummate 
the merger it explored 
earlier this year with 
SE-Banken. 

Given that SE-Banken twa 
found a partner elsewhere, 
Nordbanken may have had 
little choice in seeking an 
alliance with Merita, itself 
the product of a consolida- 
tion in 1995 involving Fin- 
land's two largest banking 
institutions - Kansallis- 
Osake-Pankki and Unltas. 
That left Merita with few 
prospects hut to seek an 
overseas alliance. 

Nevertheless, the two 
banks yesterday described 
their alliance as an “ideal 
marriage” that could foster a 
new Nordic banking family. 
“We want to form the first 
cross-border Nordic bank 
with a presence in every 
market in the region," said 
Mr Dalborg. “This is just the 
start." 


EUROPEAN NEWS DIGEST 


Legal dispute 
over Publicis 


The youngest daughter ofthe founder of Publicis, the 
ci_a 1> ■■limMalnffsaanCT said vpsterdav she 


launched legal acnon to ureas up ure 
pany which controls 88 per cent of the shares. Michele 
Bleustem-Blanchet has begun a case in the Tribunal du 
iTictaww* seeking to dissolve So mar d, which she 
accuses of breaching numerous articles in French com- 
pany law. Her action was triggered by the refasal of her 
sister, Elisabeth Badinter, who last year became chair- 
woman of the supervisory board of Publicis, topermither 
to sell her shares In Somarel on the terms she chose. The 
litigation could push Publicis into restructuring its share- 
holding base, although Maurice Levy, chief executive, yes- 
terday stressed that the ggoup had no Intastion of relin- 
quishing family ccoifroL Andrea Jack, Paris 


■ MOTOR INDUSTRY 

VW recalls 835,000 Audis 


Volkswagen, the German carmaker, yesterday an nounc ed 
it was recalling 835.000 of its luxury Audi models, prompt- 
ing a decline in its share price. VW shares fell DM11 to 
about DML200 by the end of IBIS electronic trading, after 
the carmaker said it was recalling models to correct a 
fault which could cause the cars' airbags to be acciden- 
tally inflated. Analysts said investors were concerned by 
the potential cost to the carmaker and by any possible 
damage to Audi’s reputation. The move affects Audi's 80, 
A4, A6 and A8 models manufactured in 1995 and 1996. 

I Graham Bawley, Frankfurt 


ENGINEERING 


Acquisition lifts Partek 


The acquisition erf heavy machinmy group Ssu was 
b ehind a 48 per cent rise in sales, to FM5.96bn ($l_13bn), at 
Partek, toe Finnish engineering and building products 
group for the eight months, to August. Profit after finan- 
cials items was FM2S4m ($54m) against FMBlm. However, 
net profit declined from FM51lm to FM23lm, which Par- 
tek attributed to a heavier tax bill and much smaller 
extraordinary income. The units resulting from the acqui- 
sition of Sisu had been consolidated since April 30, Partek 
■said it expected its full-year performance to show an 
improvement on 1996, even after discounting non-recur- 
ring income relating to the group’s restructuring. Orders 
received by toe care engineering businesses during the 
period rose 13 per cent, with order stocks 12 per cent 
higher than a year earlier. Agencies, Helsinki 


■ EGYPT 

Miraco shares in demand 


Organisers are expecting heavy oversubscription far the 
sale of 20 per cent of Egypt's first mainly foreign-owned 
company to be floated on the Cairo Stock Exchange. 
Shares in Miraco, Egypt’s leading manufacturer of air 
conditioners and a 51 per cent-owned subsidiary of the US 
Carrier Corporation, are expected to be sold mainly to 

institutional investors before toe end of this month. 

The share offer wifi alto- Miraco’s ownership structure, 
with the 15.3 per cent owned by the Barakat fa mi ly, which 
manages toe company, rising by 0J. per cent, and Carri- 
er's share increasing to 56 per cent, three institutional 
.investors wifi divest their stakes, leaving 20.1 per cent for 
sale by sole offering manager EFG-Hernaes. “Earnings 
growth of 35 per cent is expected this year, and it's the 
sole producer of air conditioning equipment under the 


Carrier name in Africa. They should also be achieving 
market penetration of 70 per cent" said Hassan Heikal of 
EFG-Hermas. MarkHuband, Cairo 


CREDIT SUISSE 


Chief risk officer leaves 


Credit Suisse Group is seeking a new chief risk officer. 
Walter Knahen Finns, 47,- who took up the newly created 
post at toe start of 1997, is Joining Julius Baer. Switzer- 
land's biggest family-controlled private bank, as head of 
trading in February 1998. Mr Knabenhans, a former chief 
operating officer of Credit Suisse Financial Products in 
London, is the latest senior executive to quit Credit Suisse 
since toe group announced a shake-up of its top manage- 
ment team last year. 

Josef Ackermazm, chief executive of the Swiss banking 
operation, left after he was passed over for the group chief 
executive's job. Others to leave include Rudolf Hug, 

Credit Suisse's former head of international banking, and 
Hans Geiger, former head of logistics. 

Mr Knabenhans was regarded as one of the rising stars 
at Credit Suisse and is leaving a new job that Credit Sui- 
sse had found hard to fill He has been appointed deputy 
president trading, at Julius Baer Holding and will suc- 
ceed Jttrgen Lfltoi, 56, who is moving up to be a director 
of the holding company. Meanwhile, Raymond Baer, 38. 
head of private banking, has also been appointed a deputy 
president of Julius Baer Holding. WiQuxm Hall, Zurich 


TELECOMMUNICATIONS 


O.TeLo tests access technology 


O.TeLo, toe joint venture between German utilities Veba 
and RWE, said it was testing a technology that connects 
its telephone network to corporate customers and side- 
steps connection to the Deutsche Telekom fixed network. 
Until now, competitors have bad to pay for access to end- 
users because of Telekom's monopoly on so-called 'last- 
mile" connections. O.Tel.o will use a system gnuMfng it to 
co n nect customers to its own fixed network via a 
network. AP-DJ. Bonn 


In order to proceed, the «CbmitS de Privatisation*, whose role is to implement the program of privatization 
has selected SOCIETE GENERALE FINANCE DEVELOPPEMENT (Paris, France) as the advisory bank. 


The mechanism of the privatization of CIDT will proceed whh the sale through an inlanationai tender of 
70 % of the capital of each the two companies which will be created from the following (uvhobi : 

» LOT named Nortb-Easi made up of three gjn mills located in the Kothogo and Oimngolo zone, wjtfa a 

ginning capacity of tOl.lOO tons. ' 

*LOT North-West made up of three gin mills located in the Boimduli and Duma zone, with a 

ginning capacity of 119,000 tons. 


Reed shares surge on merger news 


By John Gapper in London 
and Gonfon Cramb 
In Amster da m 


CIDT named «New» will keep the four remaining gin mills located in Bouake, Mankono. Segurla and 
Zaps, with a total ginning capacity of 100,300 tons. U will also be open w pnvate investors. 


The KComiti de Privatisation* wishes through the present advertisement to ammeethe P™ce» °f 
privatization of the Lots called North-East and North-West of CIDT m older to find mvestora wuh good 
technical knowledge ofthe cotton indnstxy and adequate financial means. 


Any investor interested to receive a doorroauan on describing the o^orn^ty m to sector 

^r^STinSShi Writing nor later than October 27 to SOCIETE GENERALE FINANCE 
DEVELOPPEMENT (Paris. France) at the following address : 


SOCIETE GENERALE FINANCE DEVELOPPEMENT 
Attention: Mr Philippe THENARD Deputy General Manager 
Tour Society Gtfo&ale 17, cours Valmy 92972 Pais-La Difense Ccdex (France) 
Tel : 33 I 42 13 22 01 Fax : 33 1 42 14 34 64 


SOCIETE GENERALE FINANCE DEVELOPPEMENT 


Shares in Reed Inter- 
national, the UK holding 
company of Reed Elsevier, 
rose 15 per cent to dose 97p 
higher at 629p last night 
after the company’s valua- 
tion was raised by the terms 
of the merger with Wolters 
Slower. 

The rise in Reed’s share 
price, compared with a 16 
per cent rise in Elsevier’s 
from FI 28.4 to Fi 33.1 
(S1&80). was caused partly 
by Seed’s share of the new 
Operating companies being 
calculated on the basis of its 
share of earnings. 

Reed has been trading at a 
discount of about 8 per cent 
to Elsevier on differences in 
taxation and valuation. 
Seed would have had 34.6 
per cent of the business, 
rather than 38J3 per cent, if 


the split had reflected this 
valuation. 

Nigel Stapleton, Reed 
Elsevier co-chairman, said 
that it intended to keep a 
dual holding company struc- 
ture in order to maintain 
taxation benefits. However, 
the holding companies 
might in time merge their 
operating companies. 

Shareholders In Wolters 
Slower wfll be offered 7.85 
shares in the new Dutch 
company for each one they 
own. Shareholders of Elsev- 
ier wfll own 34.2 per cent 
and Wolters 27.5 per cent of 
the operating companies in 
toe new structure. 

The deal means that toe 
company’s geographic cen- 
tre moves towards the 
Netherlands. Although there 
will he nominally two head 
offices, the principal of 
these will be in Amsterdam 
- with “one of substance" 
being located in London. 


Mr Stapleton, who will 
become deputy chief execu- 
tive of the two operating 
companies in the merger, 
said Reed has “given up 
ultimate control" In the 
1993 merger with Elsevier, 
and this Was a good deal for 
each set of shareholders. 

Anti-takeover measures 
that form part of the consti- 
tution of Wolters are to dis- 
appear on completion of toe 
merger next year. The com- 
panies said they would 
adhere to principles of good 
corporate governance in 
each market. 

The companies expect to 
gain merger savings of 
about £50 in ($81m) over 
three years, with toe work- 
force reducing by about 
1,500 people, from a total 
of 42,000. Most of these 
benefits are to come from 
eliminating administrative 
overlaps. 

Robert Pieterse, a director 


of Wolters Kluwer, who is to 

join the executive board, 
said that the cost savings 
were “small potatoes" com- 
pared with the potential rev- 
enue benefits front combina- 
tion. 

He said toe most obvious 
example was in the US, 
where the CCH tax law 
publishing arm of Wolters 
Kluwer could gain from 
distributing data via Reed 
Elsevier’s well-established 
Lexis-Nexls online informa- 
tion, service. 

Mr Pieterse said Wolters 
Kluwer had not been .dis- 
turbed by the discovery of 
irregularities in Reed . 
Travel, which is a. part of 
Read International. He said 
toe companywas satisfied 
that it would be thoroughly ' 
investigated and rectified. 

Mr Stapleton said Reed 
Elsevier had already found 
that its scale gave it advan- 
tages in moving from paper 


to distributing information 
online. It . could negotiate 
fa vour able ■ deals with large 
software companies such as 
Microsoft. • 

Cornells: Brahel of Wolters 
Kluwer will be chief execu- 
tive of the two operating 
companies; while Herman 
Rrnggtnk, who has- been co- 
chairman of Reed Elsevier 
with M r Stapleton, will be 
deputy chief, executive along 
with Mr Stapleton:' 

Mark Armour, chief fiboan- > 
dal officer ofiReed, wifi take 
toe same rolc.in the merged 
companies. The executive 
fcoards-wfll alio include Cas- 
par van Kempen, John Mel- 
lon, Mr Pieterse, Herman 
Spruijt T .Panl Yelk and Peter 
van WeL ■ V. 

Reed is being advised by 
SBC Warburg Jlfllou Read, 
while Elsevier-is advised by 
ABN Amro Hoare Govett, 
and Wolters Khmer by. Laz- 
ard Brothers & Co. 
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COMPANIES AND FINANCE: UK 


DLJ considers offer 
for unwanted sections 
of BZW business 


By WBBam Lewis 
in New York and 

George Graham In London 

Donaldson, Lufkin & 
Jeorette, the US investment 
bank, is considering an offer 
far the parte of BZW put up 
far sale by Barclays Bank. 

DLJ, majority owned by 
the Equitable insurance 
group, is routinely rumoured 
as a takeover target but 
John Chalsty. its South Afri- 
can-born chairman, is keen 
to expand internationally. 

It recently agreed to buy 
London Global Securities, 
the securities leading com- 
pany, and earlier year 
acquired Phoenix Securities, 
the mergers and acquisitions 
boutique. 

DLJ yesterday refused to 
comment but investment 


banking figures confirmed it 
was one of several banks to 
have formally signalled 
potential interest in parts of 
BZW. 

London investment bank- 
ers said DU would have 
been a likely «»»«*»*<» for a 
takeover by BZW. if Barclays 
had decided it could justify 
investment to build tip its 
equities and corporate 
finance businesses. 

“The alternative was DLJ 
or Smith Barney. 1 * said one 
senior London corporate 
financier. Smith Barney, 
part of the Travelers Group, 
is now merging with Salo- 
mon Brothers, the Wall 
Street investment bank. 

BZW's biggest weakness 
remains the US. and most 
BZW staff would now favour 
a US buyer which could 


BAT could unveil 
Zurich deal this week 


By Christopher Adams, 
Insurance Correspondent 

A proposed merger between 
Zurich, the Swiss-based 
financial services group, and 
BAT Industries, the UK 
tobacco and insurance con- 
glomerate, could be 
announced this week. 

A special board meeting of 
Zurich's senior executives 
has been set for tomorrow to 
consider the plans, assuming 
the two companies can agree 
terms and structure of a 

flaal- 

The meeting had been 
arranged before news of the 
talks broke at the weekend 
and it is still possible that 


the timetable could slip. Zur- 
ich declined to comment. 

Shares in BAT yesterday 
jumped more than 10 per 
cent, rising 57%p to flOBKp. 
The Swiss group's share 
price gained SFr42 to SFr641- 

BAT has been considering 
for more than a year how it 
could unlock the value of its 
insurance and tobacco inter- 
ests. 

The proposed deal would 
combine Zurich with BAT’S 
financial services operations, 
which include Eagle Star 
and Allied Dunbar in the UK 
and Farmers in the US. The 
new company would have a 
market capitalisation of 
more than SaOhn. making it 


the second biggest insurer In 
Europe after Allianz. 

Rolf HflppL chief executive 
of Zurich, would be chief 
executive. Sandy Leitch, 
bead of BATs financial ser- 
vices arm, has been tipped to 
head the combined group's 
UK operations. 

The structure has not been 
finalised. But BAT is likely 
to demerge and allot shares 
in its financial services arm 
to investors before combin- 
ing the company with Zur- 
ich, which would take a 55 
per cent stake. 

Analysts said the deal 
would probably face signifi- 
cant regulatory hurdles in 
the US. 


Baccy to the future, 
starring Batmen 

o BAT Industries is to David Blackwell tips the 

parcel off its insurance , A A 


LJann in alliance with tobacco side to grow after 
services gn the financial services merger 

trate on its tobacco roots. 


trate on its tobacco roots. 
Good news for the out-of-fe- 
vour tobacco industry. 

Investors tempted by 
tobacco have bad one story 
on their minds recently - 
the proposed $368.5bn US 
tobacco settlement 

Its effect has been to 
shroud the industry in 
gloom. But away from the 
US and its courts, the bigger 
picture looks brighter than 
tobacco company valuations 
would suggest 

Admittedly, the UK mar- 
ket is in decline. But nniiica 
Imperial and Gallaher, BAT 
is not ln tfae UK. 

BAT dwarfs Imperial and 
Gallaher. making TOObn ciga- 
rettes a year compared to 
their 50bn each. It is a world- 
class farce, bolding the num- 
ber three position behind 
Philip Morris and RJR Nab- 
isco in the US. Brands 
include State Express 555, 
Lucky Strike and Fall MalL 

The US market is also fall- 
ing. In. July the group 
reported fiat intern , tobacco 
trading profits of £800m - 
but the America-Pacific 
region’s profits fell 20 per 
cent to £27Qm as US volumes 
fell while marketing and 
legal costs rose. 

However, the world mar- 
ket for cigarettes is growing 
by 1 to 2 per cent a year - a 
fact often overlooked. Fur- 
ther, the world’s smokers 
want US and UK-style ciga- 
rettes in preference to oth- 
ers. As a result, BAT and 
Phfiip Morris could be seeing 
annual growth of up to 5 per 
cent, analysts suggested yes- 
terday. 



The stock market yester- 
day looked favourably on the 
possibility that BAT could 
soon be the third participant 
in a revitalised UK tobacco 
sector. Shares in. Imperial, 
demerged from Hanson a 
year ago valued at £2bn, rose 
20% p to 391%p. Shares In 
Gallaher, floated out of 
American Brands at £2.2bn 
this year, rose 35p to 330p. 

Jonathan Fell, tobacco 
analyst with Merrill Lynch, 
said BAT’S management had 
come tip with “a good deaL 
The market and the share- 
holders have been waiting 
far a demerger’'. 

Even after yesterday’s 60p 
rise in BAT shares to Slip, 
Mr Fell is confident the 
tobacco business is under- 
valued, given its potential in 
emerging markets. 

He has calculated the 
weighted average 1998 p/e 
multiple of five European 


Warm response from analysts 

Sharp gains in BAT’S share price reflected' the warm 
response which analysts gave proposals to merge rtsfinan- 
dal services division with Zorich, writes Christopher 

^Most said the structure of the oambmed group and having 
Zurich as a partner would benefit BAT shareholders consid- 
erably. Some even argued that the 45 per cent share BAT 
financial services ann wooMhave w-g™. 

“Shareholders will be getting an interest in the strong 
growth potential of Zurich and it should makequite agood 
deaL The logic of building an insurance business out of 
tobacco profits fefl out of the window lung ago," said one. 

Merrill Lynch raised its target price for the stock from 
68QP to 710p-720p. The shares gained 58p to609p. 

Analysts said Zurich would be able to use RAT’S Fa nners 
subsidiary, the third largest personal lines ebictuI insurer 
in the US, to distribute .products developed by its reranfly 
acquired fund management businesses, Chicago-based 
Kemper Group and Scodder, Stevens & CIarfr. lt would also 
bring new capabilities to Eagle Star in the UK. 

At least one analyst snggested the merger terms were too 

generous to BAT. Applying the same conservative account- 
ing policies used by Zurich to the BAT businesses gave 
than a value of just over £9bn ($l4i>8bn) against the 

£UJbn£l2bn ^hkh analysts had calculated. 


tobacco groups - including 
Imperial and Gallaher bat 
excluding BAT - at 11.6. 
This compares with his cat 

- eolation of just 7£ for BATs 
tobacco business. 

The discount mainly 
reflects the uncertainty sur- 
rounding the US settlement 
- BAT owns Brown & Wil- 
liamson Tobacco, the third- 
biggest US cigarette maker. 

Last month, the stakes 
were raised when President 
Clinton's demand for a 
tougbening-up of the pro- 
posed US tobacco settlemen t 
appeared to be putting 
strains on the fragile alli- 
ance between BAT and the 
two biggest US-owned 
tobacco companies. 

However, analysts believe 
the US situation should be 
sorted out in the next six 
months or so. “On that basis 
there is a lot of scope to 
push the BAT price up - 
possibly over 700p.” argued 
Mr FelL 

At that level the tobacco 
business would have a value 
of more than £9bn against 
about £6bn at the current 
price, taking into account a 
valuation of about £lOhn for 
the flwanrial services. 

Farther consolidation is 
unlikely in the UK, from 
where Gallaher and Imperial 
have launched attacks on 
overseas markets. But BAT 

- which achieved critical 
mass in the US with the 
£lbn acquisition of Ameri- 
can Tobacco nearly throe 
years ago - is more inter- 
ested in growing markets. 

In July toe group repur- 
chased Cigarrera La Mod- 
ems, the Mexican cigarette 
maker it sold in file mid- 
1980s, for $L7bn. Freed from 
the distractions of insur- 
ance, upcoming privatisa- 
tions in Austria, Italy and 
Turkey may prove tempting 
to a sharpened appetite. 


Weak US sales growth means acquisition failed to achieve returns hoped for 


Premier Farnell below forecasts 




bring the ability to distrib- 
ute securities in North 
America. A US bank would 
also be more likely to benefit 
from BZW’s strengths in UK 
equities, south-east Asia and 
Australia. 

“There is a very logical 
case which says that the 
missing piece of the BZW jig- 
saw is a US buyer," said one 
senior BZW executive. 

Other possible US candi- 
dates would include JP Mor- 
gan and Credit Suisse First 
Boston which, although 
Swiss-owned, is a long- 
established US investment 
bank in its own right. 

But some investment 
bankers argue a case can be 
made for a European buyer, , 
on the basis that Europe and 
Asia offer better growth | 
prospects than the US. 


J By Roger Taylor 

I Premier Farnell, the 
components distributor, is a 
year behind schedule In ach- 
ieving the returns it hoped 
for from its controversial 
£l.85bn acquisition last year 
of US group Premier. 

The news accompanied 
worse- than-expected interim 
results which sent the 
shares down 24ftp to 527Vap. 

But Howard Poulson. chief 
executive, said he remained 
confident that the deal, 
which was strongly opposed 


by some shareholders, would 
produce the expected bene- 
fits in the long term. 

He said the company was 
halfway through its three- 
year programme of improv- 
ing customer service and 
moving to 24-hour delivery 
at Premier, now the US divi- 
sion of the group. However 
these changes were taking 
longer than expected to feed 
through into higher sales. 

The US division achieved 
like-for-like sales growth of 
just 3.5 per cent in the first 
half. Furthermore, much of 


this was thanks to the distri- 
bution of the company’s UK 
catalogue in file US. which 
attracted $15m-$20m in sales, 
rather than to a rise in sales 
of Premier’s own products. 

Several analysts down- 
graded their profits forecasts 
and changed their recom- 
mendations in response to 
the cautious tone of the com- 
pany’s comments on the 
trading outlook. 

Mr Poulson said sales were 
improving quarter on quar- 
ter. with the third quarter 
looking likely to surpass the 


second. But he added that be 
was not yet confident 
enough of the long-term out- 
look to promise the growth 
would continue. 

The Premier acquisition 
lifted interim pre-tax profits 
30 per cent to £73. 2m 
($ri 6.6m) despite a £5m hit 
from the strength of the 
pound during the six months 
to August 3. Sales rose 39 
per cent to £375.5m. 

The sale of the company's 
volume distributor in Janu- 
ary for $300m helped cut net 
debt from £4l0zn to £185^m_ 
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Howard Poulson: confident 


Notice of Meeting 
of the holders of the outstanding 

U.S. $100,000,000 

12 per cent Notes due 2004 (the “Notes”) of 

CIA. HERING 

and 

Notice of an Offer by 

HERING OVERSEAS LTD. 

to Purchase far Cash any and all outstanding Notes 
and 

Solicitation erf Consents to the Proposed Resolutions 
Notice of Meeting 

N«totatm«bytP<wlhM a nMergal toe hcWaraa>Vtaabo«e Notes (^"NttftixWer^coiwenedb/Oa Herwq (the TaueO^teheid in OnftSftSlraet, London K^8 HQdtNcw»t^-W, 19^ al 100 pm (Uwdcn 

•mo) tor 0W puposa of conedwtog and, rf tau0it fit. passmq the resotuMns sM oil below (the “Proposed ftosoluJxjnO which wB M proposed as an Extraordnoiy RaeoUkminaccafdance^twpKNtaimoItteFfe^ 
Agency NpMiiM ««e«l Octoberie. 1908 fra Ttal Agency AgraamonT) made between the issuer, Chase Tiu» Sank (tormefly (mown as Chemical Tftat A Banking Co. Ltd. (Jm»n)) aa dftbwseman agent. The Chase 
Mentia&an Bank ee fees* agent (the Tfecaf AgefT) ard Chose Uannanan Bank Uitenfeourg S A (together wth the Ratal Agent, the "Paying AgertaT). 

EXTRAORDINARY RESOLUTION 

*Thrt We MMtmg al the hoMw* at the QKStandng US . STOO 000,000 M put af*. Notes due 2004 t*e *NowsT at CM. Hating (the Issuet*) issued jxwunrt to me fiscal Agency Agreement doled Octcfcens, 1998 made 
between the Issuer. Chase That Bank (fannarty know as ChenftcelTiua A BwMngCaUd. (Japan)) aft dAur&emanl agent. The Chase Martwnan Berk as ftecalagen (the Ttai Agent*) and the otfiar paying qjBflt named 
•wmlnhemby on and sti^jett to Ihetafma and conJeera set out ir> the (ntomailonM e nio ra ne fc eTi dated OetoberM. 1997 issued by Ihofeeuer end Haring Oww ftueg tM: 

(1) Btabtolw d a e fan at OoBdWanaqt die tones and condaona (the^ •CowmcfoT)ot the Nawaea primed on the rgwwseot the NotesandintheTNrtScheAitetolhe Recti Agency Agreement and the attoaftutionthefelof 
byNMMWWB 

*3. Negative Ptodge end Ffewndai Cwanarte 

(a) N egalfl>ePte<^Sot^«inyc<thottatoirerrBto>outgara^tMdi»ttoedmthefTC«Age»^Ayecmenfl.1he>ssuMSha*ricLandaha»pTOurett^i^ 

any mortgage, chaige. (Hedge. Ian or other sacuey ntemst ipon the whete or any part of to under&ddng. property, asset* or revenue*, present or futora. toeecure any al lb Securities of He guarantee of the Securities 
ot other peiBcnewAhoUlnenyeueh case at ftesame dmn ac c o m ngtofte Notes the same security oquatiy and ra ieo blymemwittiorprei«lnpauctiod>Bi , s«ciatty tor ihe Nolee ae shall be a ppro w Ibyanfedraaw H nani 
ft eick i flwlaadBltoed m the fiam Agency Ag ma tnenftrtNcmmeWew. 

(b) Flnanaal Covenants: 

(Q The Issuer agreed that, so long as any of toe Notes remains outetandng, die Issuer wA not and wfl not penrat any of Us SubsUsrisa, 0recdy or indraedy. to create, incur, Bseune or become iwpansfcle (or the 
paqmtortolftiiytiiikl«e«toeBaiwWchaK*id»e9>AwlheNltoo< C ^ a wti M o»eBNe»DebttoCcfBo8dtoedNmVfatmtotoedatoe«mindeb > Bdneeetotocunodlot>egft8ae»ftenlSV>t 
(i) The beuerapaoe that so long »* any trf toe Notes lameine oootaniSng, ti*ai net permit HermgTMl&A. or any HertngTMSkteklanLifcBCliy or InAftcty. to creole, ina*. assume or become leaparoUa tor 
the payment deny HeringT&ai IndaHednace which woidd leatil in (he ratio o< Consofctaied Haring T&xtD Net Debt to Conso9dafod HetmgTM Net Worth at the dale such HotigTtata Indebtedness to incuned 

tobegaa—tiMitSiDL 

(8) The I mu er ahat not mate any Rwtnasd Payment mbsa (a) no E»ert al DetauQ ihafl have oog^rad and be contgaftno and (T>) aOer fltvaig eWect to the Reabictad Payment, the agyegate atnouti al al sixh 
n e atitcte dPayman&declaiftOorwdflflAef Ji«w30.t9g7ctoflanotegeedianto>wequBlto(i)hto(o(9g*ot»»lseuef , eeaFeg8«eeie n i i dli>i Cu na nfld fa eii Net Income accrnad during dte period bagartng 
■hate 30. 1897 and anting on ttia bn day ot the teouart; last halt-year en Ang prior to the date ol the ftosbtoadpBymem(l>»Ttei awrtP Mto<fT lees g) the teeuei*eagygatecuniUaavBCtnBoidelBd Net Losses 
tor the Retsvam Period provided howaw that the toregoingahal not prevent (Othapayrnentot such mlnaTaim(>vtdend as ia required to be paid to shar BhoManic't the teauartatoaf the apptobte tawoUho 
FadacaiNenepubfc of Bmil or (») the payment olenydvtoend after the dale otte declaration < curt dividend could h a ve been made dafoltedsclaiBtionftdlhoulvtolaMng the tomgotogpnnfetans. 

(e) OeMtonsr For thtopupoee and. In the case ri*htaMrieiSubskfiaf^. (or the puposa oiCondttonB.- 

*Cadi EquMenl Amounts' meant heaun o« the aggmgtfe of al caah mranb. cash equtvalen! amount* and HgpBvadirBnceeas shown in the Latost ConeoktoMBMenoe Sheet of flte taauerar fMtgTMa SA, 
as the cate may be. 

Xtoneoddat a d Haring Thai Net DabT reaana Hactog Tfatl Indebtedness teas Catfi EquNafeitAmnunB. eachatcal ci to t ed By lefaence to the LafeatConeoidaWd Balance Sheet of HertngTwMSA and each ee 
a rf t irt e d as ^ pTO pitoi e to reflect any varirfon to the emote* of such HBitogTaiaHn d abto rt iBa i (lndt«8ng me HeringThaatratobtodnese being inaoiad on that date but e tal uj iig any parted the antoting Haring Tfal> 
t n ldite rti eiewtiMili r hi mitoitfcnnithe ifnrtnjTflnmtnrfnhwiit n nai tirt n j Inriarnl nnthat rlnin) rtTaiti np fi idna Amrnnti idnra t hn rfein nfurti I l i to nf r iii tiitb an fllh deii r a ffliiint 
T Snre oa rt med U e rt i g Thu Net Worth - means the eggrftgaaamaaMofniieinawhKfi.tfccorttoncawaheppI ca ble toward eccoudlnQ pi to rip le i a enai e ly nr i a td ai l lndieFederrtweRepiitlcofBtatnatdiedate 
Of dMwinlnaiton. are btotuded under ^lamhoidare' equity to the LetaatCane n a rt e i o rt B al an ce 3iee« id HotmgTtodBS-A. eeetfMdad to ledecfa^Mattotfanttoca the cfciatdaiatii Latest Ooneoldated Balance Sheet. 
XtoncoldtoBd Nel DebT meone tatbbtodneasof toe tower leea Catfi EquIvalartAinmaftft. each as cafctdatedbr mterence to Ihe Latest ConeoUaisd Betonca Sheet of the Issuer aral each as at%ntod as wWWnato 
to fated ai^r vattadon In toe amouia of such toctoUettoess (todudng the todabtedness being tocuned on diet dele but exetoting any pert of toe eideflng todabuttoase which m to ba repaid bom the Indebtedness baton 
•toured) or Caeb EquhoM Amoutti atoce the dtoe of sueft Latest ConeofldMod Betonca Sheet 

'Coneofldetod Nil Income' means, far any period, the noi Income of toe toeuer as mflected to the eonsoBdeled atatomentg of tocome of d» toauar. datarmtaed to eoconknee wttt apoicabla tow andaccoutonq prtndpkM 
Itoneraly accepted to me FaderaiMe Rtpitolc at Bmtd. 

•ConeoldtoBd N eiLoeeea * mea n s, tar any period, toe net to ar e a of thelaauefeemgBctodinlhee u nB m i l e tiirtetatBmii rt H .o(aKotne ol the tetw.dete m ilned to acc a dance tutor atpfcatilo tour auf auwt rtai u priiKtplaa 
gwetaKeeca;aedtothe r edaie t ltfaRapttoieofBmdL 

T nr«Wtotnr1 Itot .Worth - means he a gg i aga i B amount of al Heme which, to accordance with ^plcahle taw and accounting pttnefatos genanBy accepted in lha Ffidaratom Rapttok at Brad at toe data of 
datsimtoatton, era toduded mtor toMBhehtooT aqdly to toe Latest Conaoddatad Balance Sheet of the Issuer as a^utoed m reflect any variation atoce the drde of die Latost CmoUded Betartoe SheeL 
• Q Um m l todebtodnee^iwnaeay todebtaatoSi far money borro w ed omieadwWcb to danotrtnalatt. payable or optta ne Ay payable othantoa o twn to the cmoncy at ftadendtar payable a a paaondomlcied. 
reakfam or haatog Mi head office or principal place of bwtooai rwtodde Bmzl. 

Tfaring TfcSI IndaMerSia se * mesne, any emomtpeyMB (whelharbywqr ola (fawaobigafcnortonxtfi a pjarameejby HeringTAaiSA or any Hartogltoai Sttetcflary pursuant to an agreement or tiwtnanoni 
kwoMrg or etodenctog money borrowed or raised. tt« advenoe of oaA. noondHorwi nle or a transfer with recouae or wOi en obigtdkm to repurchase or punuot to a team witti sUtetonfiaBy Vw eamw ocorandc 
eOect u any such epeemertor tostnanara. Prmidad, however, tom Tiering Tfcdi IndsbtodnaGB* shad not todude any todstatodnassowad by HertogTegda SA army HertngTfara Subekfaytoim other HaWigTAxil 
SufhliiyorMermgTfcdiSA 

^<ertogTfad3>fa*lto)rtnew*a«VCMmpeii)Lth»ttom^al«IMenMtteidftmfaherft.to ftcco nt a ncftadth^pBcablfttawflndaccoundngpitocipleageriBiftlyaoceplBdtotheFo(iBHeiwHipiiiBcolBia»t.cDneoiilated 

wahJhoeoofHertogT&jitfl. 

Tmfabtodna e^ manna, arMireepecr to any peraon. any amouft parable (whearer by way o* a dmctcbigadonorthnxr^ a guarantee) by such person putatont to an agreenwniortararuiiantlnwolvmg or evldenctog 
money borrewrad or raked, the advance ot aodt, a ecncttknel sals or a Vanstoi v«h roeousa or wbh an ofaBgatton to reputhate or pusuam to a team with BubsfemWfy the same economic ettoot bo eny uch 
agreement or tostrumard. Pmtfed, howevec dtto "todaUertooie - ahal ml todude any todabtortoeet oamd by toe Issuer or any Subaefnry to ottier SUMdory or the tsauar. 

Ideal ConeoUBtod Balance Sheer maene, at m eny (fate, die tatoet pUtfahed anwl cr frf prepared) semFannuaf odnooMMed hafanca sheet of the teeuar or. as die cose may be. Haring ^ Tfad S^L prepared m 
■cconlBnce'iAfas pp i r i iW elewandecco u to ^iiiy i L l p leB gia iei d yecceptodtolhaFederallwRepubfccIBraaft. 

■U toBitaf SUwtflaiy - m esne Hertog TM UA. and any SubeMegr d toe faeoarthe eeaete cf which represart ten per pent or more to value of the t o tal cci » oid«teda«8ats of the Issuer and al of He S uh sitfcnteo as 
demonetnded by the moal recart MriNd ooraokfedKl taocW stetemerte of toe ItoUBr end fa Sufatodfams (whk* Iw Ire SMftctanoa of doUtl stall not toefade CewafAHmentoe SJL); 

ftaebtadPaymenbr means (1) ary dMdend u other dsUbudon on eny sham olihetaeuu (awoapl cOvafenfe payable sdely to shares ol ihe faeuarorin opfcne, wenenlsoromer rW«s to pundtesesuelt shams) or 
(2) eny payment ay die Issuer or any of Ba Subafriariea on account of the purchase, radTpfcuiatewientoracgufaMon of (a) any shtoM of die Issuer (aecapi abates actp*edrq»on toa conwwmfantfwiwof tom other 
■hares of lha Issuer) or (b) any option, wanant, or odrar right to aoquirw w*h aharas: 

■Seeufaetf maana any Exiamto Mtottodnsaa wHch la to lha torn ol or represented by bm^ notes, debentures, loan slock or other eecurifas; and 

^MaUety* means any company, toe financial emiemaM of which am, to acconfancw aAh app«cafala lew and aoeoumtog prinefafae gawd) accepted In me FedertSwa Ropubfc of BMzi, ransoidsied w«h (hose of 
the W«\ ie r *: and 

(2) asaantotobM daiellan(dCont>fanB(p)al the CimtMons id tteNcAaerepArM on the nMenerdtmNciesandtoiheTNTitSchedUatD Ihe nacalAgency Agreement and die siAMIluBohthendorlyifHlDaDWtogwotdng: 
Tp) Ownatstiip: Haring TM0 SA oeeaws to ba oonfeolad by the Issuer and far Suae (aapoaea, "controtetr means that the l&eitor (dirtier drecHy or taAecdy) end whether by Ihe ownenhbt of share capihd, the 

poeseeaton rdvodng power, conbad ororhemrtee, has the power loappatot endfar remove toe mefotby of the members of the AdmWttrathw Count* or atm powmtog body gf Hertoa Tbd SA or otherwise conaoh 
or has the powwr to cotttnai the afabs and poUee ai Hertog TMI SA; or 

fq) IMa O0at end SbfcMfarc Hortog Oweaeoa Ud. Ufa to jmf my amoud to respect ol tendered Nobs andtor defamed conseres accepisd far pnmanf and due far poymert pueuam to the Tender Otter and 

*indrftHnnh)rHadnoftiflinmiinHi1 il n ari t nillrnhal nfnrm Hn nM a fmrTai rt im rtaiiir''Trt-rfirr‘l T7TT7 nr nrrmnrtnl fthn 

M wan d aa g; a*: and 

(3) aasanl«lalhe rVi lw B i)noftoefarTn*(q)ArMfcigo^ u rewB* toContttionaor thaNoteeandA»raptoc a rneniwttiinntenn - lt) Analopousevemr*-. 

(4) My aidhotfaae end ewfwwa any pototilal breach ubreechqf the C u rfaBl u tMrecuirabi^^toQsdoaimleilon p the teuerhaftaiatoMtesIstoCawalAimanlosSA end tttapropoaad aale by certatomenfaere Of the Haring 
Fap*ot their todredconaoltogtoierest and cert^n of toeb dred totarasts in Ceval ASmentos SA to Bunge Veamafional limited or is rettoed entfllee «t aHSatos [toduclng far die avbldancs of doubt any breach of 
CancBton 6(o)); end 

(5) e a n tdu wewwrymoancBilon.ab(Bgellon or co n torortfa e of or arrangement to reaped ol the rights <d the Note h oMere and dm holders of the contone rafaUng to the N o lee ag ntos Mhn Issuer IrwolYedtoorrBet A fng bu mihe 
morfleatfane. dtHhorisatione and wafwm refarrad to to paragrapba (1) to (4) of das resoUton; end 

(8) atdhort<eeandmqueeatheH»MAOBrtto(xmatothwmo<afcadonB.BiitiKtoe a fatoand«alMetai^erradtotopBr ag ra|dMp)to(4)o«lfa6resoMontoto.toowfarto9MrtfacftolLfa«ihw«htoaiacuteam4tole»nuM 
Ifacal agency agreamenf In toe farm of toe draft marked *X* and produced to difa m oo r i n g (the *S u pptemBn tri Ffecat Agency Agi a emerf) and far toe puqtoaae ot taenMcailon signed By the chabtnan of < wMt such 
emei aS rton B (dsny) to»as>mlesMerartodwFlactoAgart8lMreqi*eprtMdBd,h<n»m»er.ttiBtlteriio(flHcattor>8.aUhrxt8afionBa«totaaivetsfafsrTBdtotopBragapfw(t)to(4)€fllWm80lullon^ttw3iqipl B iiiai M 
ftseto Agency Agreamenf ahal not become oporallM unless and tadl Heftog Overseas Lbt shaB have accepted far payment Nt*aa vefkfly tendered (end net property wbMmm) and efl Consents weMy defivamd (atonal 
property rewc*B<l)pueuam to the Ttnder Oder end Sot ctt afaa uliaif i to e U to toe b d o nne BonMe m o nm d u m. - 

BACKGROUND AND PURPOSE OF THE USTMG 

Tim Ifaett v he* bean convened ty»ml»auer asa of fmeney totoaitoare purtoeeangrBemarndBatoAiygaaLt^ (the *S»niraPui3MaaAgreen^^ 

Famiy*) end Buigatoiei i tol to i id UtritedfBunge'Tpusuaatowtilch lha Hartog Family agreed tosePtheirtotfcectQonnofcigtoiBnist and certain oHhalrtliectlitaraaistoCewalABmBrtoBSArCewar) to BuigeorltefaMBd 
anddea and etnete* (the *Sel^. Cavai imtl Saptamber 22, 1897 wet ona of tho tssuar^ tuo prtodpal eubsklarlea. The Srie imrelwes a tarn stage process. The Brel stage became ettocdwB on September 22. 1B8Z At an 
a asa or Jinu y general meeting Issuer hatd on that dbtadte proposal fare Chao or demerger to retedon to the faauar^ahnmhtBrwatsto Caret was wwadlhfCMAte a resuHolthe cnaaitie 

Issuer's share totoreeta to ComI ware treiwfamd on SetAenigai 22.1B97 la a newly atotbtahad compeer. Cwai Part^»5*aa SA rCava) Peiac^acbaO. Oa Haring has entered Ho conbaclualBirBngBmentewttftCeval 
Ptrtktipa^es to ordtr to retatomafagamsnfoatoof of Cevsfurtf.Msrafia completion of the Sale, to nddfaoa Ceval Partic^ja^ads has ancutsdsitoed or guarantee dated aaprentoer 22.1997 to tawou ol du Noteholders 
and beldam of the ootvone nWIng thereto puauemo which Cam Pertripagbeehaa. Mtradfa guaranteed aB sunt expressed to be payable by lha fattier under Ihe Notes and the coupons mfetadlhamto udioomptatfan of 
toe Sals (lha ■Guarantee'). Uncfar tfia Condlfans of Ihe. Notea, •» second stags of die Safa, being toe campieban of the Sale, and ttw rmtdng tea ol menagsmert cuarai ol Cawt by the Issuer and termtoaficn of the 
Quararaea, ewid reradl to en even of defat* under CanrStanstyo) end 8(p) ol the Nates. Due tothe abore draantancesand to ortfar faawddto* oocurrsnca of an event afoWutuafartoe Note*, (he tauer hee accordingly 
eemvned a Meeting of Noteholder* by toe abrnm Nodca to requaS toeS- ognBement to the Proposed Resolutions by way of an ExBaordnaiy Reaoatlon. 

to eortundOA artto •» Meeting. Hertng Ommeae UiL. a oubsidWy ol toe Issuer end art axemptnd corrpany toewporated in too Cayman Wanda, (the *ONroO has dstormtoed on betad ol toe tauer. to soidt consents (the 
"Consents') 6mm toe Notthokters to Ihe Proposed AesoMons cortsdned to toe above Extreordtoary ResoMon by ottering Q to purchasa for «h any and al ol toe outsfendng Notes, stejed to lha deBvatybyanytontfermg 
Noieholder of tbafr Consent to the PropoeadRasoMons (toe Tender Often or (8) to toe abemalhm, to pay a cash amount to each NofahdderirtilchifaOYets Iti Content a toa PmpoeadR e eolutfa n B. but does not lender Ita 
Nolae (toe 'Sofcbedon* and togadwr wtoi the TSnder Otter, toe Tender OBer and Sobciieaonr)- Sea Tsndar Otter and SoOcbatiort* below. 

VOTMQ AID QUORUM 


wttoWstostojctkjr*. _ _ 

toordartowtfdy tender Notes vidiordeOver Consents puaumio the lender Otter and Soldtallon, Noteholders musf give a vodngtosbueltontolfieDapoeltonr by conrnMtogartodefitwtogaLetterortmnsmMalandConsenl 
(as de fln »dbetow)pusuea to toe TbndBT OBer end SofcftMlon.VMdrfatowfyofaC^nsempursuam to the lender 0»erartoSoCcttaflonMSBr«eaavoltogtojmiaton tor B^pupojeSDtpnytucto^ 

NoMmtybedepoeb wf wIdtany PaytogAgertortoeDepoeftetyw(tot)weeaslaefionc<suchl ! teytogAgemorDapoeltary)tiaMtoB9onfaroria«ltylBccsdrolbyMoq^Qw>a»ilyTtuBtCbn43anyofNwoTbrtLBru t s efa oWM 
aettoenter of lte&e ric le arf?ytttBm (^uoclear)wCedel Bank, socttfa anonyms CCerfalBamO or any other bank or depcattaiy approved by It not la»r then 48 hours befate the dmeappototed ter hofdtog toa Meeting, tor toB 
pupoea id obtttotoBYoang ca rtMcaies or ttoArgrettogtradmaicna to respect ol toe relive M to hHng . For the pupoeeeotthft Tender OBer end Sc ic it aM cn. Notes mum be rfapp ^ todwbhthn D eporta^orttolhasaaiel acb o n rt 
the Depeebaiy) field to He order or under be control byEuredeor or CedelBarA or any other bar* or ctaposltory approved by StoaccordHnce with toe (erne ol Ite^ Tender Olter end SofaASon. 

The quonaa rwquM al he Meertng is two or more panwne praaem to person taking Notes or vodng oertHcetas orbetog prusdesand hoWng orrepreeemtog tothe aggregate ontoquafarof toe eggregtla In prtodpal amoud 
cl lha Notes tor ti* lima being o u g » xang(a»dBltoedlntiB Fiscal AgwayAgaenwntVdMNnlSnSrateitf'ar toe time fared lor the Mousig BquowanisnotpmEert the WnwtogBhaflbaer^auned far nuch petted (wNchshaB 
nrt be fate IhaaW daw tar more toan 42 days) ewl to mich place, as Ihe Chatonanol the Mo t dtog deienntoeA A 8uchad)ouned M eal to g die quotum shai be two cr more pewonspreaBnl to pemonhoMng Nolae or vodng 
cartfcgaa or betoo p tredee whatever the aggagate principal areourti of the Noma so held cr represented. 

f iiiij ipwatihiii iiitiiitniirmittin l lee llnii iiitirmtlnrtftrtnnrThniin’tsini'iiir'timrpi" 1 -' - "^-* — ’*" ! ' I ^~* — v — *T T Tl ~^~n — *" — 

ubdA>P»°»MaitolicMtognrra puB Bnanp in the aggregate notfaee then onaW e lhof the agyegaapitodpal amount ot toe outstanding Notes. On a afioar of hands o*a»y person whcfaipresart to pereon and paorMes a 
NclewreitogcttqcatBorleaproay she! here one vote. On epole'iety person who is ao presort! ahe» hare one row in rented of each U-S-lxmOOto a ggrag fl e face amount cf the orAdandtogNcteWrapreseni a dcrtedd 
byhkn. 

Tbba paeaad, lha ExHunfnary Rasokrtfan requbae a m^ortiy in tsvouconwtog ornoi tess than three-quarwsof the votes cam. U paned. toe eaaonSnaiy ResoMon wg be btodtogon 81 toa Noteholdars. whetfierarnot 
present el such Meeting end whotoer or nm refcg. and uprm ad the holdare of toa coupons rotating to toe Notes. 

Notice of Tender Offer and Solicitation 

The OteJwls.cn bahaflef re Issuer; aeacktoflCoraarts from toe hkAthoktets » Ifte PrttoosedReaok/Bto contained to thaabovaExtrer^^ 

Nolee, sublecttoredatowty by any wndsitog Noteholder of ttaConartto toe Proposed Raao h ilons or (B)tn toe atematore. to pay a cash emeut to nachNotehokfar attldi deBas a Its Conaertl tothe Proposed R e e d udons. 
but does iw tender teNoiee. Both toe Ttoafar OBer andtheSogdMen are euifacf to the farms an d co r idB u t B eatfarthtodielnfainiaiion M a morendu m dated OctobotXiagTrafatogareTisndtr Otter and SoBctebon (es 
WCptemanfad and ameraled ftom tirta to ttoie.themfanwa»onMemorendUT/) and Ihe tetter of^ TrenemBslendConseniBcccmpamitog me WomMonMetno r andun(e»a ^ mtement a da«l amended bom tone to Bma. the 
•Leber of ItenentiM and Consort - and. together nth toe Information Momorendtfn. tha tXfer Doaenerte*). 

the tender price (toe TbndtfPfteinw^P^byreOteior far the Nous tendered and accepted tor payment puruartUthe Tender OSer w* be •E^aparcert. of the principal amount olthaNoiaa so landeredand accepted 
for paynwe. to rettUoi the Oteror wB pay ecoued and unpaid totareai on such Notea hrora (and Including) October 1997 to (but euccfadtag) lha defa ol pegmant ol auch^ Tender Prtoe. 

The consort paynm (the ■Consent PayninT) to be paid by the Offarer to NoleMdare who dp not wtoh to tartder Notes but who reStfy defirar Consents wMeh are accepted tor payment puma* to lha Setdtaaksn wifl be 
1 A par canLn re talncrefaiitoudd re IMss as to whldt such Consarte era ikterered. No OanaerePayrneritwfl be paid in reqiaa of Cansertedatvered to connection wMi Notes puchaaad pursuant tothe Tbnder OBer. 
The Oteror h re toe to pay far tendered Notes an d dtfcB re dConeerteaocepttd tor p^mf* pmuanf to toa Tender Oter and SradlaipntotoimedteWyavflteblB bids on the tenth harness day alterreE»pktdiorDate(as 
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P&O rejected $18m for Canberra 


LEX COMMENT 


By Clay Harris 


P&O, the shipping and 
property group, turned down 
an $i8m offer for the Can- 
berra that would have 
allowed the linw to stay at 
sea with a competing cruise 
operator rather th»n being 
broken up in Pakistan. 

The offer from Premier 
Cruise I lines , a Florida-based 
operator, would also have 
given P&O a windfall profit. 


The break-up contract is 
believed to be worth only 
15m. before the expense of 
sailing the vessel to Pak- 
istan and flying back the 
crew. 

P&O rejected the offer 
because It feared competi- 
tion. from the Canberra, 
which won the hearts of 
thousands of passengers 
over 36 years, even though 
Premier had agreed to 
demands to the ves- 


sel's name and never to 
call in the UK or any- 
wherein Europe north of 
Spain. 

P&O also demanded that 
Premier agree never to mar- 
ket cruises in the UK and to 
post a ElOm letter of credit 
on which P&O could draw if 
it thought the agreement 
had been infringed. 

After agreeing to P&O's 
conditions, “we thought we 
had a deal". Premier said 


yesterday. But on Friday, 
P&O told Premier the 
break-up contract had been 


P&O said yesterday it had 
received a number of 
approaches since announc- 
ing it would take the Can- 
berra out of service but 
“none of the proposals was 
considered suitable or via- 
ble". 

Premier is building a niche 
in “classic cruise liners", ft 


recently bought the Rotter- 
dam. which was launched in 
1959, two years before the 
Canberra. 

In that case, Premier 
agreed to change the liner's 
nama - to Rembrandt - and 
to stay out of certain mar- 
kets. 

Mark McVicar, shipping 
analyst with NatWest Mar- 
kets, said P&O’s decision 
made commercial sense. 
Companies were willing to 


sen older liners to competi- 
tors only if they could obtain 
a substantial premium over 
scrap value to compensate 
for the risk of losing custom- 
ers. The Rotterdam fetched 

930m. 

Premier has not given up 
hope of reaching a deal. “We 
would be willing to re-open 
discussions," an executive 
mm But P&O insisted that 
the liner was on its final 
voyage. 


Redland 




Rival bidders expected to enter Redland mix 

Andrew Taylor and Andrew Edgecliffe-Johnson discuss the hostile £1.67bn offer from Lafarge 

G erald Corbett, for- Suggested candidates ($5£9bn) a year, was one of took Lafarge off its “buy- was shared by same Redland per cent fall in German tu 
mer financ e director which might be prepared to the attractions of the Red- list”, is forecasting annual institutional shareholders over. 

OI Redland. the mount a tt-ohI nffor inrlnrinri Tanri Heal a L i_ if. xT-nta* Mnnrtorl tl 




G erald Corbett, for- 
mer finance director 
of Redland. the 
struggling UK building 
materials group, reckoned in 
1992 that Lafarge had done 
shareholders a favour when 
the French group bought 
Redland’s stake in its loss- 
making UK plaster board 
business. 

Lafarge, five years later, is 
looking to do an even bigger 
favour by taking the whole 
of Redland off the Hands of 
its long-suffering sharehold- 
ers for £1.67bn cash. 

The irony will not be lost 
on Corbett, now chief execu- 
tive of Railtrack, who was in 
charge of finan ces when 
Redland became the leading 
French aggregate producer 
through a hostile £lbn take- 
over in 1992 of British rival 
Steetley. 

Since then Redland has 
gone off the rails with Rob- 
ert Napier, chief executive, 
openly admitting that it paid 
too much far Steetley. 

Yesterday's hostile bid 
from Lafkrge for Redland 
raises several important 
questions, however. 

Foremost among decisions 
facing Redland shareholders 
is whether a rash offer of 
320p a share is too low, as 
the group maintains, or, 
whether it might flush 
out a rival bidder. 

Redland’ s share price, 
which had slumped from 
634p in January 1994 to 
257‘Ap ahead of last week- 
end. surged 30 per cent yes- 
terday to 336’Ap indicating 
that the market believes a 
higher price could be 
squeezed out. 


Suggested candidates 
which mi ght be prepared to 
mount a rival offer included 
Pioneer, the Australian 
building materials group 
which already has a large 
UK aggregates business; 
Hanscm. the building materi- 
als rump of the former UK 
conglomerate; and RMC, the 
world's largest concrete pro- 
ducer. 

Pioneer would appear to 
be the most logical candidate 
as Hanson would have to 
reverse its recently stated 
policy of pursuing expansion 
through modest bolt-on 
acquisitions mainly in the 
US, while RMC already has 
enough on its plate coping 
with a falling German con- 
struction market 

Redland’s 56.5 per cent 
stake in RBB, its European 
roof tile operations based in 
Germany, has been regarded 
as a large st umbling block to 
a bid for the British group. 

German laws protecting 
minority shareholders, 
which in clude the founding 
Braas family, have made it 
difficult for Redland to exert 
control over dividend policy 
and management of its sub- 
sidiary. 

A successful predator 
would find it difficult to 
break up the group while the 
German minority remains 
unwilling to sell its stake 

and lanka the financial mUB- 
cle to buy out the majority. 

However, Bertrand Col- 
Inmh Lafarge chairman and 
chief executive, said yester- 
day that the opportunity of 
taking a large stake in the 
European tile industry, with 
sales of about FFr35bn 
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($5-89bn) a year, was one of 
the attractions of the Red- 
land dfrwl 

The French group, he said, 
was used to dealing with 
substantial minority share- 
holders at Lafarge Corpora- 
tion, its US cement and 
aggregates subsidiary, where 
it owns 53 per cent of the 
shares. 

Howard Seymour, con- 
struction analyst at BZW, 
remained concerned about 
the ability of a parent group 
to impose its will on the roof 
tile subsidiary while the Ger- 
man construction market 
remained in retreat. 

BZW, which yesterday 


took Lafarge off its “buy- 
list”, is forecasting annual 
pre-tax profits for Redland of 
£20Qm for both 1997 and 199& 
This compares with a peak 

of £373m in 1994. 

Mike Betts, construction 
analyst at Goldman Sachs, 
felt the Lafarge offer under- 
valued the British group. 

“We compared each of 
Redland's major businesses 
with comparable operations 
and came up with a figure of 
349p a share. That was 
before any cost savings that 
Lafarge may make which 
could lift the value to nearer 
375p a share, N said Mr Betts. 

Unsurprisingly +w« view 


was shared by same Redland 
institutional shareholders 
which last week were calling 
for the head of Mr Napier. 

One investor expected 
rival bidders to emerge. He 
Raid- -q t>rinlc quite a lot of 
midnight oil will he burned 
in corporate finance houses. 
Two weeks ago some ana- 
lysts were saying it was too 
expensive at 220p, now they 
are falling over themselves 
to say its too cheap at 320p." 

Shareholder complaints 
reached a crescendo last 
month when the group 
flTmmmroH a slump in Half 
year pre-tax profits from 
£95J5m. to £3A5m and a 16 


per cent fall in Geaman turn- 
over. 

Mr Napier reported that 
the group would be seeking 
further cost savings of at 
least DMIOOm (£35m) at 
RBB, equivalent to more 
than io per cent of its cost 


The record of Lafarge also 
has been lacklustre in recent 
years with pre-tax profits 
last year falling from 
FFr3 ^bn to FFr3£2bn in a 
declining French construc- 
tion market. 

It has bold ambitions but 
than so did Redland when It 
bought Steetley five years 
ago. 


Shareholders of Redland. 
the beleaguered building 
materials group, at last 
have a plausible exit route 
from the company- But 
there is little cause for cel- 
ebration. From the current 
position of weakness, 

Lafarge’s offer of 32QP per - : ” L ' 
share may look attractive. 

But with a little more fore- 
sight the company could, 
and should, have been in a 

stronger position to fight 
its earner. Now its loss of 
independence seems a 
foregone conclusion. The 
only question is what sort 
of value Rudolf Agnew, 

Poland fhah-fnan, can squeeze out of the assets. 

It is to believe these are worth much more. than 

300p per share. Anything more depends on a bidder's 
ability to gain strategic advantage, or achieve si g n i ficant 
savings. The difficulty Mr Agnew feces is t hat, wh ile 
comp of Redland's activities, such as its UK aggregates 
business, are probably worth more to other bidder s than 
Laferge. nobody else is likely to bid for the whole group. ; 
The German roofing business, with a large and deter- ! 
mined minority, could prove particularly problematic to 
dispose oL He can hope to squeeze perhaps another 10 per 
cent out of Lafarge, but Redland shareholders should not 
expect to get much more than 350p. 

Whether Lafeige should pay this much is highly douht- 
ftd. The offer may boost earnings, but post-tax 

returns of about 7 per cent are value destroying. Laferge j 
may make vague claims on world leadership, but in the 
context of essentially local businesses this deal looks 1 
mare like empire-building. 
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GMG/LVMH 

“Peace in our time”, like Neville Chamberlain’s, GMG’s 
proud declaration Is a sure sign that a bmp deal has been 
done behind the scenes. Of course, appeasement has its 
att ru^fms, and the stock market’s warm reaction makes 
«»twp simply b ecause of the stability it brings. Yet the 
awkward question lurks: did Guinness and Grand Metro- 
politan really need to pay LVMH £250m ($4G5m) to get 
their marriage through? It is difficult to believe so. For all 
the noise, Bernard Arnault, LVMirs chairman, never suc- 
ceeded in showing he could block, the deaL So why sud- 
denly buy him off? 

Ah yes, says the GMG camp, but there will be lots of 
benefits from pooling the three companies’ distribution 
networks. True, but this is just as much in LVMETs 
interest as GMG’s, and possibly more. So there is no 
obvious reason why GMG should have to pay for the 
privilege. Tim feet is that Guinness and Grand Met had a 
perfectly credible strategy - to complete their own 
merger, strengthening their negotiating hand, before deal- 
ing with Mr Arnault - which has been prematurely and 
expensively ditched. It was a game of poker, and the Brits 
blinked. Of course, all is not entirely rosy for Mr Arnault 
The saga does leave him awkwardly sitting an a large 
passive stake in GMG. Conceivably, this could be a useful 
bargaining chip if the idea of a spirits demerger returns 
down the road. AH the same, for LVMH to have such a 
large ch unk of capital tied up in this way makes question- 
able sense. 
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Adversaries toast the peace 

A Everyone is claiming victory in GMG’s truce 

rXeutaea and Grand LVMH, says John Willman 


A fter the settlement 
comes the reckoning. 
Guinness and Grand 
Metropolitan, the two UK 
companies which want to 
merge to form GMG Brands, 
said yesterday they had 
agreed a ceasefire with 
LVMH, the French luxury 
goods group which wanted 
the deal restructured to 
accommodate iL 
But agreement was in 
short supply on the real vic- 
tor - and on whether the 
armistice was only a tempo- 
rary halt in hostilities 
between the GMG team and 
Bernard Arnault, the com- 
bative chairman of LVMH. 

The optimistic Interpreta- 
tion was that everyone was a 
winner. That was what the 
markets appeared to think: 
Guinness shares gained 
28V*p to 605%p, GrandMet 
rose 2lp to 604p, while in 
Paris LVMH shares were up 
FFr25 to FFi%24& 

The settlement ends the 
uncertainty over GMG’s 


The deal could have been 


Yesterday's truce also lifts 


that the 


In return, Guinness will 


merger is approved by share- 
holders. B rin g ing GrandMet 
into the joint ventures will 
produce £4ttn a year in cost 
savings, half of which will 
go to GMG to add to the 
£175m already forecast from 
the merger. 

And since GMG wffl. own 
34 per cent of LVMH, it will 
get a third of the French 
company's £20m share of 
these new cost savings. That 
means more than £26m a 
year extra for the merged 
company - the value of 
which more than outweighs 
the payment to LVMH. 

“It’s a sensible price to pay 
which is eamings-neutral," 
said Phil Hawkins at Merrill 
Lynch. “It gets rid of a year 
of uncertainty for sharehold- 
ers and - as Important - the 
staff in tiie joint ventures.” 

There are also big benefits 
for LVMH, not least in the 
£250m payment it will 
receive for dropping its chal- 
lenge to the merger. 

It will also get its half 
share of the £40m a year cost 
savings calculated to flow 
from merging GrandMet 
brands into the three largest 
joint ventures - worth 
another £250m at any rea- 
sonable multiple. 

And Mr Arnault will get 
his share of the 4Hn distri- 
bution to investors promised 
when the merger was 
announced on May 12. That 
is a further £250m for the 
man with 11 per cent of the 
shares In the me r ged group 
- a deal worth £750m overall 
for LVMHTs shareholders. 

Yet some of those close to 
the deal give differing 
accounts of the outcome. 

According to one analyst, 
Mr Arnault gets substan- 
tially less than he had hoped 
for when he built his stake 
in GrandMet during the 


mmr 



Bernard Arnault: has won concessions 


summer. “He wanted a share 
of the £175m savings from 
GMG but all he gets is a 
share of the £40m from the 
joint ventures,” the analyst 
said. 

Others suggested Mr 
Arnault had been forced to 
sue for peace after finding it 
impossible to persuade Brit- 
ish investors to back his idpq 
of a demerged drinks com- 
pany in which he would hold 
a substantial minority stake. 

“He couldn’t afford to see 
a collapse in the share price 
of the two companies when 
he had bought so many 
GrandMet shares for more 
than £6,” said Merrill 
Lynch’s Mr Hawkins. 

Mr Arnault’s supporters 
point out he has won sub- 
stantial concessions for his 
shareholders. He also lives 
to fight another day. 

They also say that GMG 


has in effect shown it was in 
a weaker position than it 
pretended when it dismissed 
Mr Arnault’s legal challenge 
over the distribution agree- 
ments with Guinness. 

“Giving away all the 
added value of extending the 
joint ventures suggests the 
GMG toam wag not as confi- 
dent about its position as 
publicly claimed,” said 
another Arnault supporter. 

The GMG camp says only 
that the likely benefits of the 
merger - now no longer 
clouded in uncertainty — 
greatly outweigh the price 
paid. 

“There is no scientific cal- 
culation. behind the 
figure,” said an adviser. “It 
is the amount Mr . Arnault 
has charged, and they • nan 
afford to pay it 

“ft is the art of the possi- 
ble.” ' - 
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Wallis heads 
LucasVarity 

Ed Wallis, chairman of 
PowerGen, will take over 
from Sir Brian Pearse as 
chairman of LucasVarity 
next May, the Anglo- 
American car components 
group. 

Wallis, a non-executive 
director of the company 
since 1995, was last week 

appointed deputy chairman 

The retirement of Sir 
Brian, 64, wfll leave Wallis, 
67, and Syd GOlibrand, 
another non-executive, as 
the only former Lucas Indus- 
tries board members remain- 
ing. The UK group merged 
with Varity Corporation of 
the US in May 1996. 

Victor Rice, the former 
Verity boss who is now 
LucasVarity ’s chief execu- 
tive, was "at one with" Wal- 
lis. the company said. 

. Mark Little, an analyst 
with Nat West Securities, 
.welcomed the appointment: 
“It makes a change to have 
someone who is not a Varity 
director. Anyone who can 
stand up to Victor Rice 
should be welcomed-" 

There was speculation ear- 
lier this year that Sir Brian 
would be replaced by Sir 
Bryan Nicholson, a former 
Varity director said to 
be a close ally of 
Rice. 

Neil Arnold, the former 
chief financial officer of Var- 
ity who became the group’s 
finance director in Decem- 
ber, was also appointed to 
the board yesterday. 

Finance director John 
Grant left unexpectedly last 
December after the board 
decided it wanted somebody 
with more international 
expertise. 

Wallis's appointment 
comes as LucasVarity is 
completing a £250m ($450m) 
restructuring aimed at ach- 
ieving £120m of annual 
savings by the end of 199a 
Its shares have underper- 
formed the market by more 
than 25 per cent since the 
merger was completed. 

The company said it was 
"cm track” to complete the 
bulk of its £100m disposal 
programme by the end of 
January. The nine busi- 
nesses up for disposal 
include Lucas Electrical do 
Brazil, Lucas Heavy Dnty 
Parts, Lucas South Africa 
and Lucas Indfel Argentina. 

Rice is also carrying out a 
programme of 3^00 job cuts 
' arid other efficiencies armed* 


at raising margins to iq per 
cent in the next two years. 
Andrew SdgecWeJohnson, 
London 

Lucent promotes 
McGinn to CEO 

Richard McGinn has been 
named chief executive of 
Lucent Technologies, the 
world’s largest telecommuni- 
cations manufacturer, in 
succession to Henry Schacht 
who will continue as chair- 
man until next February. 

McGinn, 51, has been pres- 
ident and chief operating 
officer of the company for 
the past two years. He and 
Schacht were appointed to 
their respective roles when 
the decision was taken in 
late 1995 to divest AT&T of 
its manufacturing and com- 
puting arms. 

Since them Schacht and 
McGinn have overseen a 
re n ai ssa nce in Lucent's for- 
tunes, marked by sales to 
AT&T's competitors in the 
US and by significant 
growth abroad- 
McGinn said that his twin 
objectives were to: “Intensity 
our customer focus and 
accelerate the growth of our 
business outside the US". He 
said there was a “ferocity in 
the marketplace” as the 
technology changed with diz- 
zying speed. 

McGinn began his career 
in telecoms with Illinois Bell 
in 1969. joining AT&T in 
1978. He was vice-president 
of the company's Asia 
Pacific and America's 
regions and became presi- 
dent of the group's computer 
business in 1991. 

Immediately prior to the 
appointment to Lucent, he 
was president and chief 
executive of AT&T's net- 
work systems group. 

Alan Cane, London 

Schwab executive 
to Sharelink 

Charles Schwab, the big US 
low-cost broker. has 
strengthened ties with its 
UK subsidiary Sharelink by 
appointing Mark Collier, 
managing director of 
Schwab International, its 
new boss. 

He has left Schwab’s head- 
quarters in San Francisco to 
take control of the broker, 
based in Birmingham. 
England. 

Collier, 43, who takes on 
the new post of chief execu- 
five~Tor " Schwab's European 


LAW 


A question of 
jurisdiction 



EUROPEAN 

COURT 


Where similar 
legal proceed- 
ings were 
brought in 
two different 
European 
Union mem- 
ber states, and 
.■ the first case 
was brought before the Brus- 
sels Convention came into 
force and the second after- 
wards, the court hearing the 
second case should stay pro- 
ceedings until the jurisdic- 
tion of the first court had 
been established, the Euro- 
pean Court of Justice ruled. 

. The rttluig arose out of a 
debt action between Baron- 
ess von Ham and Cinamond. 
The Baroness was domiciled 
in. Portugal and Mr Cina- 
mond domiciled in the UK. 
She claimed money from Mr 
Cinamond in connection 
with the sale to a Gibraltese 
company of shares in a prop- 
erty company. 

Mr Cinamond brought pro- 
ceedings in Portugal for a 
declaration that he did not 
owe the money claimed. A 
year later the Baroness 
issued a writ in the E n gl ish 
High Court for payment. 
During the time between the 
two actions, the San Sebas- 
tian Convention "the Acces- 
sion Convention", entered 
jptn force between Portugal 
and the UK, thereby bring- 
ing into operation the Brus- 
sels Convention between the 
two countries. 

Mr Cinamond argued that 
the English courts did not 
have Jurisdiction on the 
basis of the Convention. The 
case went to the House of 
Lords, which referred it to 
Luxembourg. 

The main issue was 
whether the Brussels Con- 
vention on jurisdiction 
applied in such .'a situation. 
The Convention stat ed that 
where two courts in different 
states were seised of the 
same cause of action involv- 
ing the same parties, then 
any court other than the 
court first seized should stay 
its proceedings until such 
time as the jurisdiction of 
the first court had been 
established. 

The European Court found 
the Accession Convention 
did not explicitly deal with 
the issue before it It there* 
fore examined the relevant 


provisions of the Brussels 
Convention. 

It found that the provi- 
sions required other proceed- 
ings to be taken into account 
and not just those brought 
after the Convention came 
into force. The Accession 
Convention did not specify 
whether all actions had to be 
brought after its date of 
entry into force or only 
those proceedings before the 
court last seised. 

Despite the feet that most 
language versions of the 
Brussels Convention 
appeared to suggest that 
these provisions were only 
to apply if aB the relevant 
proceedings were com- 
menced after it came into 
force, the German and Dutch 
versions permitted an inter- 
pretation allowing the provi- 
sions to apply where not all 
the proceedings had been 
brought before the Conven- 
tion’s entry into force. 

The Court said neither sce- 
nario was wholly without 
«n satisfactory consequences. 
It thus sought to interpret 
the Accession Convention in 
the light of its structure and 
atm*; as well as those of the 
Brussels Convention. 

The Convention bad to be 
interpreted in such a way as 
to make it possible for the 
legal protection of BU citi- 
zens «nd for the recognition 
and enforcement of judicial 
ri fyjsinns to be strengthened. 

Thus, if a court hearing 
the first case had as s umed 
jurisdiction on the basis of a 
rule which accorded with 
the provisions of the Brus- 
sels Convention, then the 
court hearing the second 
action should stay proceed- 
ings and decline jurisdiction. 

However, if the jurisdic- 
tion of the first court was 
founded on rules which did 
not accord with the Conven- 
tion’s provisions on jurisdic- 
tion, that court’s judgment 
would not be recognised in 
the state where the second 
action was being heard and 
the second court should not 
stay proceedings and retain 
jurisdiction 

C-163!$5: ww Bom v Cina- 
mond ECJ SCH, October 9 
1997. 

brick court chambers, 

preTTESRLS 


business has big targets to 
meet. Sharelink is already 
the UK’s biggest execution- 
only broker, handling S per 
cent of the share deals on 
the London market. But. 
says Collier “we want to 
take that to 15 to 20 per cent 
of trades over the coming 
two to three years". 

Collier hopes to increase 
Schwab’s client base both in 
the UK and in continental 
Europe next year by offering 
mutual funds and UK and 
US share dealing services 
across the world wide web. 
Schwab Is the biggest online 
broker in the US, with 60 per 
cent of the market, and Col- 
lier will have the job of repli- 
cating that success in 
Europe. 

The Brttou has only one 
year of service at Schwab 
under his belt Before that 
he worked for 10 years for 
US fund giant Fidelity 
investments, latterly at its 
Boston headquarters. He will 
therefore be mindful of the 
huge debacle that resulted 
when Fidelity’s UK execu- 
tion-only brokerage fluffed 
the implementation of a 
fancy new computer system 
designed to give UK inves- 
tors the slick service enjoyed 
by their US peers. 

Collier’s appointment pres- 
ages a series of other man- 
agement changes at Share- 
link which will be 
announced next week. 

Schwab bought Sharelink 
from managers and institu- 
tions for £40m ($70m) in 1995. 

Jonathan Guthrie. London 


ON THE MOVE 


■ Eduardo Henri que Rangel 
! has joined INC BARINGS as 

head of equity capital 
markets in Brazil. He has 
joined from Banco PactuaJ S 
A where he was bead of 
equity capital markets. 

■ John Monjo, former US 
Ambassador to Indonesia, 
Malaysia and Pakistan has 
joined RMA 
INTERNATIONAL, the 
Washington-based strategic 
planning firm, as a senior 
adviser. 

■ QMV has appointed Marc 
Hall, 39, and Gerhard Roiss. 
45, members of its executive 
board and Walter Hatak 
deputy chairman of the 
board. Hall has been head of 
the natural gas division at 
QMV since January 1995. 
Roiss has been chief 
executive officer of PCD 
Polymere. 

■ BNP LONDON 
EMERGING MARKETS bas 
appointed Avloash Vazirani, 
33, head of emerging 
mar kets asset management 
for South Asia. He was 
previously the managing 
director of Gem Dolphin 
Investment Management 
Managers. 

■ ICO GLOBAL 
COMMUNICATIONS, the 
global mobile satellite 
communications company, 
bas appointed Fredrik 
Verkroost its chief 
commercial officer and 
executive vice-president His 
most recent position was 


with Electa watt (Landis & 
Gyr) Group. 

■ ROGERS & WELLS, the 
law firm, has announced 
that Laurence Crunch, 51, 
has been elected managing 
partner and executive 
committee chair for a 
five-year term, effective 
October 1. He succeeds 
James Asher, who will 
become vice-president - 
chief legal and development 
officer, of the Hearst 
Corporation. Cranch, is chair 
or the firm’s corporate 
department 

■ BANQUE NATIONALS 
DE PARIS has announced 
two new appointments In 
the fixed income sales 
department in London, Paul 
Osment joins from Sanwa 
International to cover high 
yield products. Victoria 
Walton -Gould joins from 
DKB International to cover 
Swiss institutions. 

■ ANZ INVESTMENT 
BANK, the investment 
banking arm of Australia 
and New Zealand Banking 
Group, has appointed Peter 
Hodgson to its global 
structured finance division 
as head of global structured 
finance Australia. Hodgson, 
who will be based in 
Melbourne, joins from BZW. 

■ PEOPLE’S BANK has 
appointed James Biggs to 
succeed David Carson as 
president from January 1. 
Carson will remain chief 
executive and chairman 
until January 9. 1999, when 
Biggs will take over as chief 


executive. Under the terms 
of Carson's contract, he wifi 
retire as chairman on 
December 31. 1999. Biggs will 
then asarnie this role as 
welL 

■ DRESDNER KLEINWORT 
BENSON North America 
LLC announced the 
appointments to its 
corporate finance 
department of Matthew 
Beizer as head of financial 
institutions and Dalip 
Gambiras head of 
telecommunications and 
media. Beizer joins from 
BZW, the investment 
banking arm of Barclays 
Bank, and Gambir joins from 
Citicorp. 

■ SQUIRE. SANDERS & 
DEMPSEY, the law firm, has 
announced tbe opening of a 
Madrid office to support tbe 
firm's expanding practice in 
Spain and elsewhere in the 
European Union. The office 
will be managed by Juan 
Picon, formerly of Clifford 
Chance, Madrid. Joining him 
is Javier Santos, a former 
partner of the Creades firm 
in Madrid. 

■ COMPUTER SCIENCES 
CORPORATION has 
appointed Peter Stocks head 
of its UK utilities practice. 
Before joining CSC. Stocks 
was director of the utilities 
division as EDS (UK> and 
also a management 
consultant for AT. Kearney, 
which is a wholly owned 
subsidiary of EDS. 

■ GE CAPITAL GLOBAL 
CONSUMER FINANCE 


(GCF) has appointed Yves 
Arrouet vice-president, 
business development South 
America. Arrouet wifi be 
based in Buenos Aires, 
Argentina. Prior to his 
appointment, Arrouet was 
based in London as GCF's 
vice-president strategic 
investment for Europe. 

■ GLOBAL ASSET 

MANGEMENT has 

appointed its second senior 
fund manager in two months 
in the specialist area of 
Asian currencies and fixed 
income investment Andy 
Sng has joined GAM from 
Chase Manhattan Bank 
(Singapore). 

■ GOLDMAN SACHS, the 
international investment 
banking and securities firm, 
has expanded its European 
Telecoms investment 
research team with the 
appointment of Francis 
Woollen and Deborah Coffins 
from UBS. 

■ BANKBOSTON has 
appointed Andrew Bastone 
director and regional 
manag er of global finannfal 
institutions Eastern Europe, 
Middle East and Africa. He 
joins from Slovenia's largest 
B ank, Nova Ljubljana ka 
Banka. 

■ CHASE MANHATTAN 
BANK has appointed Kevin 
Brolley manag in g director 
and head of bond and credit 
product sales in Europe. He 
joins from Morgan Stanley. 

■ HOECHST MARION 
ROUSSEL, tbe global 
pharmaceutical company of 


Hoechst AG, has appointed 
Gerald Belle president for 
the company's North 
American region. Belle, who 
formerly served as president, 
Hoechst Marlon Roussel 
Canada, succeeds Peter 
Ladefi, who has been serving 
as president of Hoechst 
Marion Roussel in North 
America, in addition to his 
responsibilities as chief 
operating officer of Hoechst 
Marion Roussel AG. 

■ ENRON OIL & GAS 
INTERNATIONAL, a wholly 
owned subsidiary of Enron 
Oil & Gas, has announced 
the promotion of Dennis 
Ulak to EOGI and 

chief executive and the 
election of Jeffrey Sherrick 
as president and chief 
Operating officer of tbe 
international subsidiary. 
Ulak bad been EOGI 
president and chief 
Operating officer prior to his 
promotion. Sherrick joins 
the company's international 
operations after serving as 
EOG senior vice-president 
acquisitions and 
engineering. 

International 

appointments 

Please fax information 
on new appointments * 

' and retirements to 

+44 171873 3928, marked 
for International People. 

Set fax to ’fine*. 



Who makes the rules for E lectronic Commerce 

(mJAfiJaformation Superhighway? 


Find out at the NCR Legal Semina r , London, 19th November. 


The possibilities of electronic commerce and 
Internet banking are exciting and fascinating. 

But to many people, the safety, security and 
legal implications are frightening. 

That's why NCR Financial Systems Ltd is hosting 
"Who Makes The Rules?", a high level and crucial 
seminar which will be of vital interest to all senior 
bankers! IT managers, and legal experts. 

The seminar will consist of four modules: The 


Challenge of the Internet; Security and Encryption; 
Regulation of Electronic Commerce; and Who Owns 
What on the Internet? 

Each module will be led by an acknowledged expert 
in that field. We are pleased to announce that among 
them will be Dr. Ira Magazines a senior polity advisor 
to President Clinton. 

There will be ample scope for discussion and you're 
sure to come away with a clearer grasp of what is, 


essentially, the future of banking and commerce. 

To register for the NCR Legal Seminar, visit the 
relevant page on the NCR wd>site: 
www.nCT.com/product/finandal/legaLhtm 
Alternative^ cal? Kristina Farwefl at +44 (01 171 725 8911. 
And if you're coming by car, be careful where you park! 
"Who Makes The Rules?" London, 19th November, 1997. 

£g) NCR 
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Europe moves 
higher but 

volumes low 


INTERNATIONAL CAPITAL MARKETS 


Liquidity crunch looms in JGBs 


GOVERNMENT BONDS 


By Simon Davies In London 


European government bond 
markets moved higher yes- 
terday, but volumes were 
substantially lower in the 
absence of any impetus from 
the US, where the Treasury 
market was closed for 
Columbus Day. 

Alan Greenspan, chairman 
of the US Federal Reserve, is 
due to give another speech 
today and investors were 
keen to hold their fire given 
the dramatic response to his 
more cautious comments 
last week. 

UK GILTS continued to be 
driven by the debate over 
when the UK might join the 
planned European monetary 
union. Gordon Brown, UK 
chancellor, tried to pour cold 
water on the latest newspa- 
per reports suggesting the 
UK could enter soon after 
the first wave in January 
1999. He said there was no 
change in government plans 
on Emu - hut investors saw 
little reason to believe him, 
and the December future 
climbed % to I19V4. 

The spread between gilts 
and bunds narrowed by 
4 basis points to 96 points. 

Kevin Adams, gilts strate- 
gist at Barclays, said: “We 
have travelled a great dis- 
tance in short order in the 
gilts market. I'm not sure 
what will push it further in 
the short-term." 

However, there was fur- 
ther talk of French investors 
buying gilts as one of the 
few remaining so-called con- 
vergence trades. 

Italy was the other main 
focus yesterday, as investors 
reacted to further twists and 
turns in its political crisis. 


The BTP December future 
in London settled at 11L98, 
hp 1.08 from Friday's dose. 
The yield spread over bunds 
narrowed by 11 basis points, 
as investors responded to 
the possible survival of 
Romano Prodi’s government 

Bond prices had not suf- 
fered unduly after Mr Prodi's 
resignation last week. But 
news that he mig ht be able 
to rebuild bis unhap py alli- 
ance with the Reconstructed 
Communists left the bund 
spread within a basis point 
of its pre-crisis level. 

Mr Andrew Be van, senior 
bond economist at Goldman 
Sachs, said it was difficult to 
imagine a scenario in which 
Italy would disappear from 
the convergence game. 

“There is no reason why 
the spread in the 10-year sec- 
tor should not narrow to 40 
or 50 basis points." he added. 

GERMAN BUNDS settled 
0.25 higher at 10150 in Lon- 
don, with only 91,000 con- 
tracts traded, compared with 
estimated volumes of 277,946 
contracts on Friday. 

• Standard & Poor's, the US 
credit rating agency, yester- 
day downgraded Indonesia's 
sovereign credit rating to 
reflect “the government’s 
diminished balance of pay- 
ments and fiscal flexibility”. 
The rating on Indonesia’s 
long-term foreign currency 
bonds was reduced from 
BBB to BBB-. 

The move follows the 
downgrade by Moody's 
Investors Service of Thai- 
land’s sovereign debt rating 
two weeks ago. The agency 
expressed concerns over 
potential delays in Thai- 
land's economic reforms and 
the likely need for substan- 
tial recapitalisation of the 
financial sector. 
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J apan’s monetary author- 
ities are busy trying to 
fend off a repeat of last 
year’s September liquidity 
squeeze in the Japanese gov- 
ernment bond market 
This year, analysts have 
predicted a short squeeze in 
the market because of the 
unusually small size issu es 
deliverable for the December 
10-year bond futures con- 
tract. The small issue size of 
the cheapest deliverable 
bonds, and the recent rise in 
the cost of borrowing JGBs 
on the repurchase, or repo, 
market, are setting the mar- 
ket up for a delivery imbal- 
ance, they warn. 

Last year, hedge funds 
built up large long positions 
in the benchmark September 
futures, as well as in the 
cheapest cash bonds deliver- 
able against rtigm Tn order 
to settle short positions in 
the September futures con- 
tract, other participants had 
no choice but to borrow 
bonds in the JGB repo mar- 
ket at unusually high costs. 


or buy back their short 
futures positions- As a con- 
sequence, those with long 
futures positions were able 
to rake in large profits. 

The reason behind the 
widely variable sizes of JGB 

iagrum is that, nnlilra most 

large capital markets, Japan 
follows a monthly system otf 
holding primary bond auc- 
tions. In addition, issues 
trading near par and yet to 
pay their first coupon can be 
reopened, creating glaring 
disparities in the total size of 
issues at any one maturity. 
For example, Yl,600bn worth 
of JGBs mature in Septem- 
ber 2003, while outstanding 
bonds due in September 2004 
amount to Y5,000bn. 

Meanwhile, the cheapest 
to deliver bond for any JGB 
futures contract is generally 
the issue with the shortest 
maturity, tn a delivery bas- 
ket comprising bonds with 
maturities of between seven 
and 11 years. As it is impos- 
sible to predict how many 
JGB owners will stand for 


Luxembourg 
francs revived 


INTERNATIONAL BONDS 


By Edward Luce 


Columbus Day in the US set 
the tone for the eurobond 
markets yesterday, with 
little new issuance and insig- 
nificant trading flows. 

SWEDEN, however, spot- 
ted a window in the Luxem- 
bourg franc market after last 
week’s co-ordinated interest 
rate rises across Europe. 

An official at ABN Amro, 
which lead-managed the 
seven-year issue with BGL, 
said it was the first notable 
issue In Luxembourg francs 
for several weeks. 

The EUROPEAN INVEST- 
MENT BANK also came to 
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■ muiflft GOVT. BONO (gTT) FUTURES OPTIONS (UffEj UngOOm IDOtflB o< 100S 


Strike 

Plica 
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■ CALLS ■ - -- - 

- Mar 
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■ PUTS 

Mar 

111BO 
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1.96 

021 

1-53 

11200 

121 

127 

123 

1.74 

11250 

077 

158 

129 

126 


, Cafe 13916 Put s 4217. PrevtouB day - * cpen tot, CM* 110789 Putt 98927 


■ NOTIOHAL SPANISH BOND FUTURES (MfiFF) 

Open Sett price Change btigh Low Est voL Open bit 
Dec 10325 103.53 +0.40 10326 10323 45,888 78269 


10S.11 10229 +027 103.11 103.11 


■ NOTIONAL UK GILT FUTURES (UFFEJ* E50200 32nds of 10096 


Open Sett price Change tflgh Low EsL vat Open bit 
119-07 119-16 +0-20 119-22 11906 50161 192588 

119-13 119-14 +0-20 119-13 119-13 75 1837 


_ ■ LONG GILT FUTURES OPTIONS (LIFFE) £50.000 B4tha of 100% 


Strike 

Price 

Nov 

Dec 

CALLS - 
Jan 

Mar 

Nov 

Dec 

PUTS — 
Jan 

119 

0-55 

1-24 

1-41 

2-16 

0-23 

0-56 

1-13 

120 

(M3 

0-56 

1-00 

1-40 

0-55 

1-24 

1-45 

121 

0-09 

0-33 

0-49 

1-21 

1-41 

2-01 

2-21 
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Ecu 

■ ECU BOND FUTURES (MATIF) ECU100 200 

Open Sett price Change High Lew Eat wA, Open inL 
Dec 07,70 9722 +020 97.88 97.70 181 5218 


■ US TREASURY BOND FUTURES [CBT) SltXLOOO 32nds cd 100% 

Open Sett price Change Wflh Lnw Est vd. Open bt 
Qms 115-28 115-01 -0-24 115-25 114-17 769218 648.159 

My 115-21 114-23 -0-24 115-14 114-10 22.724 67.785 

Jun - H4-11 -0-24 - - 1-752 B267 


Japan 

■ NOTIONAL LONG TERM JAPA/B8E GOVT. BONO FUTW1ES 

(LffTEj YIQOm IQQths of 100* 

Open cirae Change Hgh U*n B*-** Open ht 
n- • 12929 - - 12929 12927 1213 n/a 

Mr 12846 - - 12048 12828 184 n/a 

- UFFE Mum Mao mM «i APT. « Opan tnaeiest «w- « far Ha/- 
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delivery before the actual 
delivery date, participants 
pricing in advance of deliv- 
ery have to estimate the 
probability that the final 
delivery requirement will 
exceed the availability of 
cheapest to deliver bonds. 

If the delivery requirement 
exceeds the issue size, trad- 
ers with short positions have 
to choose between closing 
their futures positions or 


delivering a more expensive 
bond. Either option could 
significantly cut into their 
anticipated profits. 

In recent weeks, hedge 
funds are believed to have 
been moving to exploit the 
looming liquidity crunch by 
buying massive amounts of 
JGBs No 175 and 176, the 
cheapest deliverable issues 
against the December future. 

Correspondingly, repo 
rates have tightened sub- 
stantially. Last week, the 
JGB No 175 was quoted at 
minus 0.40 per cent and the 
No 176 at minus 1 per cent 
for the three-month period 
covering December’s future 
delivery date. In comparison, 
the benchmark 10-year JGB 
No 182 was indicated at phis 
0.35-0.40 per cent 

A squeeze could raise te- 
ther debate about the Ineffi- 
ciencies of Japan's monthly 
auction system. Other lead- 
ing markets hold fewer auc- 
tions - ranging from every 
six weeks to quarterly - but 
of larger, more liquid issues. 


The Bank of Japan last 
week rafigd In foreign bro- 
kers to “investigate" the sit- 
uation, raising the possibil- 
ity of intervention. The 
BoJ's main concern is that 
cheapest to deliver JGBs do 
not become so scarce that 
short sellers fair to deliver, 
causing a settlements crisis. 

However, intervention in 

the already codified delivery 
process could shake confi- 
dence in the market and risk 
capital flight out of Japan. 

Last ' Tuesday the No 182 
yield fell to a record low of 
1.710 per cent after govern- 
ment admissions that Japan 
was likely to miss its eco- 
nomic growth target of 1.9 
per cent in the year to 
M^h. Yesterday the yield 
stood at 1.745 per cent 

Economists remain 
divided on the future of JGB 
yields, but most favour the 
bulls, amid the stream of 
gloomy economic data and 
weakness in equities. 


Russia 
fund to 
avoid 
blue chips 


By Vincent Boland 


Gwen Robinson 


New international bond issues 


the Luxembourg market yes- 
terday with a LFr2bn issue. 
However, bond analysts said 
that at a yield of 4JJ4 per 
cent, the EIB's seven-year 
offering was priced too low 
for most Belgian retail 
investors. 

“The bare minimum in the 
Luxembourg market is a 
yield of 5 per cent,” said one 
official “Otherwise investors 
might as well put their 
money ou deposit” 

Sweden’s LFr2bn offering, 
which was priced to yield 5 
per emit exactly, came at a 
spread of 12 basis points 
through the Belgian govern- 
ment OLO curve. 

The E3B bond was priced 
at min us 21 basis points to 
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the OLO carve. Officials said 
this was possible because of 
strong retail sentiment 
towards sovereign and multi- 
lateral names in the Luxem- 
bourg market 


“Until last week’s interest 
rate rise investors were rein- 
vesting their redemptions in 
D anish kroner and US dol- 
lars, but now there is a bit 
more pick-up tn Luxembourg 


francs, so it seemed a good 
Hme to issue,” said one. 

The Belgian central bank 
followed the Bundesbank 
last week, raising its central 
rate by 30 basis points. 


Brunswick . Capital 
Manag ement, a London- 
based investment manage- 
ment firm specialising in 
the former Soviet Union, is. 
to i« »TT*ich a new fund next 
week to invest in second-tier 
and third-tier Russian 
stocks outside the blue-chip 
sector. 

The firm is seeking to 
raise $125m for the Bruns- 
wick Russian Emerging 
Equities Trust, but it saM 
this could rise to $250in 
depending on the response 
from potential investors. 
The fund, which will be 
closed-ended, will be listed 
in London and Luxembourg. 

SBC Warburg Dillon Read 
will be sole market-maker 
and placing agent for the 
fund, the third to . be 
launched by Brunswick In 
the past .14 months. In 
August last year it set up 
the Brunswick Russian 
Growth Fund, and in July 
this year it launched the 
Brunswick Russian Capital 
Appreciation Fund. 

• An international share 
offering by Pfleiderer, a Ger- 
man supplier of interior con- 
struction «nd Infrastructure 
technology products, was 
priced yesterday at between 
DM36 and DH42 a share. 

Al that range the compa- 
ny’s share off er is valued at 
DM3 17m to DM370m - or, if 
an over-allotment option is 
exercised, at DM349m to 
DM407m. 

Pricing and share alloca- 
tions are to be made on 
October 24, and the shares 
start trading on October 27. 

The offer, for which road- 
shows got under way yester- 
day in Frankfurt, is being 
lead-managed by Deutsche 
Morgan Grenfell and Dresd- 
ner Klemwart Benson. 


US CORPORATE BONDS 


Red S & P 

Oct 10 das Coupn Ratfrig 

Pec Bod 07/OB 725 AA~ 

NY Tel 08/25 720 A+ 

CWE 06/08 820 BBS 


Bid Bid 
price yield 


Day's Mtti's Sprd 
chge ctige v 
yfd yid Govts 


INTERNATIONAL BONDS 

Diy* 

Red S 8 P Bid BM dps 

Oct +3 date Coupon Rating price ykl yM 


Mtti's Spread 
chge v 
ytd Govts 


1032931 6.40 

962482 720 

107.1758 7.02 


AiuisiK-v^ 


-020 +028 
-023 +0-87 
-020 +028 

'-..A ;• y ' 


GECC 
Banc One 
US West 


05437 8.75 AAA 

06AD2 7.25 A+ 

01/07 720 B8G+ 


114.8951 6-62 

103.1462 647 

1022179 6.96 




-021 +048 
-022 +045 
-015 +022 


BB 02/07 5.750 

Spain 01/07 5.750 

Ptap Manta 03AM 5275 

ABN Amro 03/06 3.625 

Austria 01/04 6500 

Abbey Not 02AM 6200 


02/07 5.750 AAA 1002900 525 -006 

01/07 6750 AA 1003100 670 -004 

03AM 5375 A 982888 656 


+023 +006 
- + 0.11 


rYS 892538 520 -004 


-001 +024 

+004 +016 


WMXTeoh 

WalMart 


Stone Cont 
AK SO 
Pacatta 


04/99 

625 

A- 

1001054 

6.17 

+024 

-013 

+024 

05/02 

6.75 

AA 

1012776 

624 

+003 

-022 

+022 

06/21 

9.70 BBB+ 

1252889 

7.38 

+004 

-0.19 

+OJ6 

,. • ft-- 



> 

• + M \ 





*! 

J?. ■ 

’ -i - J 

... > 




04/07 

7.14 

N/A 

104.9900 

SA2 

+024 

-021 

+028 

03AH 

720 

N/A 

1032279 

5J6 

+003 

-018 

+027 

02/18 

BJ5 

N/A 

123.4034 

620 

+004 

-023 

♦037 

□6106 

8J5 

N/A 

1107793 

628 

+024 

-021 

+024 

• Ai*’^" 

r- 

... - .-»• - . 

r--r. — .. 


... .. ... 



i-. ■. ?j/, . 


‘»L. 

■' . .. 


. ‘ J ■ 


• V 

02/01 

9.88 

B 

1022750 

020 

- 

- 

- 

12/01 

9.13 

BB- 

105.1250 

020 

- 

- 

- 

06/04 

10.75 

B- 

104.7500 

020 

- 

- 

- 


Abbey Net 
EJB 

Abbey Nat 


Abbey Nat 






Now York dosing. 


Sbndani A RmTb nfflnga. YMdS asm+et ro sl beds. 


Source; knaracthn Dda/FT Mormatton. 


ra 

12/07 

7225 

AAA 

1062055 

620 

DreattaerBk 

12/07 

7J7W> . 

AA 

104.7020 

726 

RB8 

01/07 

8275 

A+ 

107J734 

7.10 

Abbey Nat 

02/02. 

7-400 

AA 

992567 

623 

imm&smt 

w:3-v27i( 

Lt-r&a&SS 

m 


mm 

BB 

04437 

7250 

AAA 

1042448 

AST 

ABN Arena 

06/07 

7.125 

AA- 

102.1018 

621 

Quebec 

01/07 

7200 

Au- 1012527 

8.77 

encore 

02AM 

5.781 

A+ 

902292 

527 




-014 +042 

-016 +0.66 
-018 +022 
+008 -021 


US INTEREST RATES 

Close 


Beyer L-Bk 03/tM 9200 AAA 1202174 5.77 +002 

Toronto OSAM 8200 AA+ 1142041 677 -021 


Bel Cmda 07/99 10225 


A+ 1094269 424 +002 


Mr au 

Btokarbea rata 

Fad-tab 

Fedtats el UBtatkn 


Treaswy BBs and Bond Yields 

OnsmSi - Two yaar 

Ten iranB) ■ . ■ — - line war — — 

7'+ Unea mortTi 5.13 Rieyaar 

Sh Sx manta 531 10-yaw 

- tayear 525 30-jear 


Deutsche Bk 09AH 687S- AAA 1061083 538 +002 

Wtorid Bank 03/02 5350 AM 1172000 1.18 -028 

Speki - 03/02 6760 AA 1193SOO 136 -005 

Crad Fonckr. 08/02. 4J50 A 114.1275 127 -023 

Roly 07/99 0303 AA 1002406 0.14 


-029 +010 

-031 +0.10 

+021 -024 

-ai9 -o.io 


-Oil +021 
-Oil +026 
-0.1 0 +020 
-022 -037 


UtaBnetaag. Souroa taraohe DstoAT tohnnedon 

Suukil & Poors reUnga. Yields: Local (natal atendrad/AnnuafiMd breta. 


UK BONDS 


FTSE Actuaries Govt Securities 


UK Indices 


Price Endesa 
UK GMs 


1 Up to 5 years [20) 

2 5-15 yeara (20) 

3 Over 15 years (4) 

4 bredaereabtea (4) 

5 All Slocks (4fi) 


Mon 

Day's 

Frt 

Accrued 

Oct 13 

change % 

Oct 10 

interest 

12021 

0.18 

119.99 

2.43 

158.57 

046 

15725 

321 

19028 

059 

189.18 

3.48 

23026 

0.78 

22827 

421 

15126 

0.39 

150.77 

9JG 

21043 

013 

21016 

1.06 

21123 

naa 

21024 

1.18 

210.06 

027 

209.50 

1.16 


ytd 


Oct 13 

Oct 10 Yr. ago Oct 13 Oct 10 

Yr. ago Oct 13 

821 

5 yre 

6.55 

823 

829 

628 

6.78 

625 

8.71 

620 

15 yrs 

644 

B2T 

7.72 

827 

823 

7.72 

627 

9.77 

20 yrs 

EL44 

621 

724 

047 

622 

722 

627 

920 

Irrod-t 

620 

624 

725 




820 











— Inflation s% — 


— IntbUon 10% — 


Oct 10 Yr, ago 

6.78 723 

6.62 7.76 

622 7.76 


Oct 13 Oct 10 YY. ego 


Oct 13 Oct 10 Yr. mo 


Up to 5yrs a IB a 22 3.09 
Over 5 yrs 330 332 323 


8 Al Stocks (1?) 210.06 OZ7 209.50 1.16 616 

Average gross radar mfl on yMda are shown don. Coupon Bandc Low: 0K-7V9L Madum: a%-mM; Ugh: 11H and over, t Rre ytakt ytd Year to tt atg. 


FT Fixed Interest Indices 

Oct 13 Oct 10 Oct9 Oct B Oct 7 Yt ago HgW LoW 


Oct13 Oct 10 Oafl Oct B Oct 7 Yraoo Krtr Low* 


Govt See*. (UK) 100.46 100.00 10013 10070 10143 94.72 10123 8331 Rxed Interact 13231 13242 13227 13333 13324 11624 1 6624 iie-w 
O FTSE btamatiand Lid 1997. Al iWK9 reserved. * tar 1997. Gerernmenr Socurtitea high shoe coropSeJIorr 12740 (D9/OV35L law 49.18 f03AJ1/75l, Ftag Mams tfeh 4n 
correrawkn 133JJT put n/«}. km 6023 (08A)1/TSj. Benia 10(fc Oorarnnienr SeouDIm tsnorae end Read treeraat 1B86 SC BCdvfty tadtare rabaaad 1974. AtSkSoi. oS IS yra & tade 


UK GILTS PRICES 


_fiaid_. 

H ftd Pifce£+flf- 


..52 weak- 

>8|i la* 


_.1W_ 

NMta H M PikaE+ar- 


_S2wa*_ 
Mgh Low 


— YJekl— 

Ifaw n) CB Prime +or- 


fettriOn *«■ the feta 

E»S 15 BC 1997 _ 1486 

T(ea 3 < 5 |flCl 99 Btt 4 JB 

bCflaVpcISBB 

Traaan<pGlBBB» 734 

TralSaK VBtt 143 ! 

Endi 12 pc I 88 B 11.43 

TtaBldelSeatt 134 


Ties Fag Malang - 

BEK 1Z)«pe 1999 1145 

TIM losing 99! 

TmeBpCl9994t — 6.10 

ftwUP+pcIW — _ 946 


ana ion* — 

BJ1 USA 

744 100% -A 
701 100>| 

7J» 1U7JJ — 
7.11 106& +i 
7.16 102S +i 
- ILW, — 
7.10 107 +^ 

738 1054 +4 

698 88% +A 


74)6 106A +A 


106% 100* 
1159b 113% 
IMA 100A 
104A 
116* 

11013 105 

106J, 87!) 

KM mh 

ma io® 

16H HBA 
9M. 8® 
100 U 1«i 


Tins lOpc 2083 

Traaat1<aaG 2001-4 


Tnac Wspc 3000 Jji 125 

CBMOpeZOOW Sj82 

TTBB1KE2000 11JE 

Tra»14pCl99W 1346 

Traa58p:2Xntt 7.75 

Mas no rm am__ 

Mas lope 2001 916 

On 9*a#e am R_.it 175 

0n9%pe3D1 _* 000 

Tta»7|*2imtt 683 

E*il I2pt 1999-2 f 1134 

0m1Rc2D02 .* 829 

TraacTpcaUBtf 69! 


740 103/4 +i 
69! 104U +J, 

0 * IMS! *A 

TJX 104 

094 103d +d 

- 100H 

697 109d *£t 

697 lOBtf +% 
628 10® *i 
6H IRS +% 
7.12 10® +it 
671 112fi +A 
600 101& +A 


10U 1® 

106g 

lies ii4% 

111U 104 

104)1 102 

100,’* BU 
1l2fi 8SG 
TOBU 107,'. 
11® Wj 
iota S8u 
5Q9i 105% 
11® 10® 
102U 97K 


691 
160! 
090 

MjJJC 1999-4—. 391 

CBM 9%dc20M 61B 

Traas&%Bc2D0*ti 66E 

Cow Mapc 2003 611 

Es4lTD^pc2005 $ 640 

Tra»12‘jpc 7003-5 — 600 

Tran 0*2i>e 200Stt 736 

On 9%pc20W f 890 

Tries 7139c ZDOBtt 791 

Tta*l7%pe2iiSStt 7.10 

TrBaalpe2«ffCtt— . 792 

Haas 11%/e 2003-7 — 662 

ItaBftlzKZOO/tt 7.45 

TlBtS7%pc 20074$ 6B4 

TTOl3>2BBaW-fl_i 997 

Trass Ne200Btt 793 

MaaOpcSOB 7.11 

Tubs 201 6» 

CBnrSpfUJWl# — 798 

Tibm fee 20124 790 

Tta 5^2006-14*.- 590 

Tra»7%os2012-15(*» 698 


663 1104 +fl 
60S 113fi +4 

663 117S +8 

599 «9H +U 
894 1184 +4 
650 101% +U 
651 1174K +S 
656 124% +£ 

693 128 +H 

650 1124 +% 

052 121S +ti 

647 107 +U 

651 100% +U 
■670 1054 +U 

668 1224 +h 
651 114% +% 

643 U»4I t % 
896 1353 4 

attn&tf +a 

- 648 112)3 +4 

890 97% +% 

S5T «5% +% 

B51123&N +B 
690 DIB +® 
6R 1114 +« 


117% 111% 
191% 1W« 
119% 113 

34 


-»«*_ 
»• 19* 


— mi 

Xhfcia (704 

4%pcw#—oaaa 


;sj;se 


123B 113U 

lOfl 006 


sidK-oa (769) 

2 « 20 cn (744 

ss3=a 


1 1 

114 S ion 

m, 8SU 

»«ft r«3 
12® tofeV 
93% 7Bk 
BOA 


Bpcm P7J1 

<%9c«S— . fiaaij 


190 298 186% +4 

141 3.17 1824 +4 

1B4 617 188ft +J, 

170 3.161222)91 +% 

1« ilfl 2024 +% 

188 116 1832) +% 

aw aw ms +« 

197 618 158ft +S 

3J0B MB T70fi- Vj 
1» 092164U +% 
097 121. 137ft +4 

135 V •« 


ktarta a?e^LSL F SS !S *J*** eatm ***x* P 

OT CT f l ; n prtor yfeta-and haw been 

taSnSStVAi? 100 ' Febmi l uw - 

NBNiNfe^,. 1659 and. lor 


II 

ina 1534 

SSi 

tataarto 




OrareiMoTan 

Tran 8pc 20120 

Traas fee 20158 

Traa8%(C20T7tt 

Esd112pc2D13M7-_4 
Treat HJcaETtf 


051 114ft +% 

045 11® +S 
651 124ft +3 

853 15+4 +% 

643 IIBil +ft 


R*feM*Ml 

Cow a >25*: 3)02 $ 656 672 111+4 

Trifle 9%pc 2002 ... 667 670 USD +1) 

ESdl fee 2002 Jh 620 671 lOBfi +4 

Dm s%pe 200X8 — <i 055 09! 114+4 

Tra«8pe2D03# 751 659 1004 +% 

Ties 13%tC 2000-3 -.<■ 1177 695 iWft +4 


Other Ffacad Interest 

110% 1004 . . 

noft iow» 

1^ 1S% *|« tt H ail PiME+Bf- 


• r TapT rank, tt Tax-tne to nen-taetaW an i 
redemption yMda an catatned by HSBC Gres 


112% 100% Cones 4pe 675 

122% 109% WrliM3%pctt___ 653 

111% 1084 Cm31sC61«.. 590 

115% 11QU Tin fee *66 Nt. &B8 

107ft 1824 Qande2%pe 659 

11® 110ft Trial 2%pe 070 


59% +B 

53B +a 


nSi +% 
<ZU +4 


B1Sm11%pb2I)12_- 

l**l*I3%(e200tu— _ 

a% 46% lM«ad3%pctaad.^: 

S4% 43 JJ ICC fee 70 M 


616 792 

a« 

790 - 


02 mi — -i«% rsh 

- . .« — 43 aa 


2£ SSWtt**® 17 - 5S 7-5131W-.Z: ug 121% 


37ft +4 
374 +4 


earion. E Auedon beals. M Ex dividend. Cuamg mW-priees are 
I from Bank at Engfemd etang priora * Indtahe price. 


m 35B MtWkJpc'ff 

»U 314 » 1 ta0a%^iI%pc2IC1. 

36% 394 4%i>eLatH.— — . 


157 590 84 

393 101%- 
- ' 197; 1514 


m n 

T6i% Mia 

1014 ny 


tatown In pmnta pw tiro nomfewi at stock. Pmapaatra.ml ImfeHMM 

‘ . (. • -v J. 


r’w^Lx»'-AA 


: -Vjto 


en 


ive 




■s,Ljr:*g 

. 

r.&W 

--Ilf 

.■'t**' : **l 

..rvi Jtlg.# 

»-.r A 







. >4«m 

• • 4 * 




- 

‘ap’. ^ 

til 


+■ •— rad 




01AM 

5500 

AAA 1002300 

522 

-022 

+022 

+021 


(SAM 

6200 

AA 1032100 

628 

-023 

+020 

+007 


(SAM 

9.125 

A 1172000 

528 

-02Z 

♦0.19 

+027 

• . 

DBAS 

4210 

Mr 1002741 

4M3 

-023 

-0.76 

-127 

. ■ 

£&$ 



(S/07 

7200 

AAA 108.7500 

623 

-0.15 

-026 

-026 


(8/02 

6200 

AA 104.1000 

5.70 

-022 

-020 

-022 

T 

06/00 

8225 

A 1032600 

621 

-aio 

-042 

+023 

T 

03/07 

6200 

Mr 1032995 

720 

-028 

-0.70 

+021 



NT' 


■ n t-.'.- v Wlj 


• - -.-.feife 

"I 


Ijtatt r -jjjj 


m ,fe* • :*S 


SSSS^-wi; • 


RATES ... -r"% 


.. v ^-m 




.'-Ttifep; 
-- *: 


1 - . ■ • 


S5 - v-^3 




**•» VI 

* i *<r m : 'e' rll 






. . * -*.'E 




1 wdtaj 


+ • ). 

\ - 

'irK 

- ■v' 


^5 

w - -"ni-.t 


fenbJ -HN 


> ‘r* ^ ~ 







Sp* 

KB.’*' 






‘VOct 






MflU 
m* :i 

dfiat'f 


!* u °<i to 

I avoid 

!--A 


FINANCIAL TIMES TUESDAY OCTOBER 14 1 997 


W*mi i 
*#■■«! l 


INSS?-* 

E«c >■? *““*b 

BE- i Sen, ^' rd - !ie ' 

4*«S j «**«• ,,d « Ute 

’ T>.- -. “W 

rf-rra-5 .*■* : t “ 

» iu - JTr- *;-Wa 


N’-tiW*- ; 

^bC t*'J 
H&iu - 
^Tfe35 '; 

tv‘. s 

#JG9 i 
arthr ; 

*» -flf 1 

•^-fcec * 


I S& ’“«**§ 
;S?JK2 iS*^ 


BSOfl 


v-' 

: asi p »-.-> • ***»£ 
' !"*• 

• • >.-, r: 3 - *m. ** 

. s .; w. ld3i ! ^ 

l --' , r : Ej 

. 

"" ' '3ir t .-.^ ’gi 
I^T-L-r v jv- ^' 
*“ r.J;. ! . 3 ^■.■ ,a '^i 

, ; • a -“- tfc. 

- r.,. j: ^: 

• :.;... : — - 

• — rail*. 

--• M* „-r. .... L . 

--. . . Si;-. 

• |1V-. 71 ^.i./ 3 ;®*' 

• ".-■. “ “ r '" *'■ fos** 

. . i.- .•*'-? -,ir -V..., 
»:'.■■?. »-■ -,H_ r _?'■* 
... s .__-■ •*:.■£ 

. ' ’ ’ ' ' — ■ j 5 

• ?■*? *■-■■• •“•«. -y«- ' 


CURRENCIES AND MONEY 


Yen weakened by Japanese gloom 


MARKETS REPORT 


By Simon Kuper 

The yen eUj^ed yesterday as 
the gloom over Japan’s econ- 
omy, deepened and a minis- 
try of finance official was 
quoted as saying that the 
Bank of Japan might hove to 
rat . interest rates. 

The unnamed official was 
reported by a news sendee 
as saying that the Bank 
might have to take its 
responsibility if a fiscal stim- 
ulus package proved una- 
chievable.. .Japan’s current 
account surplus for August 
showed a 77 per emit year- 
on-year rise, but as that was 
lower than expected it failed 
to buoy the yen. 

Weak economic data 
caused the Nikkei stock 
Index to fall to its lowest 
level in two years.. Japanese 
bond yields, already the low- 
est of any. industrialised 
nation at well under 2 per 
cent, slipped farther. 

The yen dropped YOJJ 


POUND SPOT FORWARD AGAJNST THE POUND 


against the doDar and Y0.42 
against the D-Mark to dose 
in London at Y120.8 and 
¥69.02 respectively. How- 
ever, trading was thin, with 
US markets closed for the 
Columbus Day holiday. 

Nick Parsons, currency 
strategist at Paribas Capital 
Markets in London, forecast 
that with no key economic 
data due out. today could be 
almost as quiet. Foreign 
exchange trading h«« slowed 
down in recent weeks. Trad- 
ers think that Tokyo and 
Washington are capping the 
dollar against the yen at 
about Y122, while the mar- 
ket has yet to decide a new 
trend for dollar against the 
D-Mark. 

■ Mark Geddes. treasury 
economist at ABN-Amro in 
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London, noted that over the 
last week US and German 
bond yields had risen, rais- 
ing the spread against Japa- 
nese bonds. The US ten-year 
bond now yields 425 basis 
points more than its Japa- 
nese equivalent, up from 
about 395 basis points, while 
the yield spread of German 
over Japanese ten -year 
bonds has risen from 335 
basis points to 36Q basis 
points. Fears that Tokyo and 
US want to keep the dollar 
below Y122 to the yen are 
currently capping the US 
currency. But Mr Geddes 
said that the yield spreads 
suggest that the yen will 
remain weak, perhaps partic- 
ularly against the D-Mark. 

E The lira rallied somewhat 
as the market grew more 
confident that Romano 
Prod], the Italian prime min- 
ister who resigned last week, 
would manage to form a new 
government. Th e growing 
consensus is that he will 
assemble another centre-left 


Norwegian krone 

Against tha 0-Mark (NKf par DM] 
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coalition that will agree on a 
1998 budget, keeping Italy on 
track to qualify for the start 
of European monetary 
union. A result should be 
known by tomorrow. The 
lira finned L&3 against the 
D-Mark to L982.6. Eurolira 
fixtures, which reflect the 
expected level of Italian 
interest rates, rose more 
sharply. They jumped about 
15 basis points across the 


yield curve, pricing in lower 
rates. 

■ The belief that the UK 
government plans to join 
Emu sooner rather than 
later has become a key influ- 
ence on the pound. 

Ernst & Young’s ITEM 
Club produced a report 
which said sterling could 
prosper in the European 
exchange rate mechanism at 
a rate as strong as DM2J3S to 
the D-Mark. Previously, 
economists bad thought that 
if the pound rejoined the 
ERM, as a prelude to enter- 
ing Emu. it would do so at a 
rate of at most DM2. 70. 

The report gave the pound 
a mild lift, but it ended the 
day virtually unchanged at 


Od 13 

CzecA Rp S3. 1791 
Huvr) 31ME0 
tan «7U£C 
Knvaa 04928 
ftftnd 5.M71 
■tesa 9506.81 
UAE 53596 


£ S 

- 5&2BZ232J740 - 318050 
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■ a *334 03037 - 0309 

- 55154 13940 - 13970 

- S5153S50HLOO - 5067.00 
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DM2.841 and at $1,633 to the 
dollar. 

An unexpected rise in UK 
producer prices during Sep- 
tember, caused partly by the 
pound's fall, had little 
Impact oa the market yester- 
day. Jonathan Loynes, at 
HSBC Markets is London, 
said the outlook for pipeline 
inflation for UK manufactur- 
ers was “benign”, and 
unlikely to change in coming 
months. 

B The Malaysian ringgit felL 
hit by position squaring 
ahead of the country’s bud- 
get on Friday and by fresh 
peculiar comments from Dr 
Mahathir Mohamad, the 
Malaysian prime minister. 
He seemed to suggest that 
certain Jewish groups were 
out to undermine Moslem • 
states. The currency dropped 
to M53.1390 to the US dollar, I 
dawn from M $3. 0500 on Fri- 
day. The ringgit had rallied j 
last week from new. never- 
previously-expected lows 
around MS3.40 to the dollar. 
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EURO CURRENCY INTEREST RATES 

Oct 13 Shan 7 days One Three Six One 

term nonce month montha months year 

Belgian Franc 3*2 - Ve *& - 355 *4 - 3i? 4, 1 . - 3i£ 4^ - 4 4^-4* 

Dorati Krone 3JJ - 3^ 3iJ - 3,’i 3% - 34, 4-3% - 4£ 4l 2 - 4U 

German Marie 3*a - 3?a 343 - 3ft 3*2-313 3*8 - 3l> 3*, - 4& - 3g 

Dutch GUMer Sji - 3>4 3ii-3Ji 3fi - 3E 3# - 3,** 3R - 3JJ 4^ - 4^ 

French Franc - 3ft 3^ - 3* 3JI - 3,i 3=S - 3^2 34, - 3& 4* - 3*1 

Portuguese Esc- 5, 7 e - 513 &E - 5,’ ( M - Sli if, - 5/- 5* - St, s,V - 5 

Sparah Peseta 5* - 5 5£ - 5,’, SA - 4JS 5* - s£ 51,-4% 5i - 4§J 

Snrtng 7-6^ 7,», - 7i 7 A - ?£ 7,** - 7* 7JJ - 7ft Tft - ?* 

Smss Franc 1*B - l>s l^j - 1*, 1JJ - li3 1% - 1% 2-1^ 2* - 2& 

Cans xfen DoBar - 3 J a 3^ - 3,i 3% - 3*: 3* - 3% 4-34. 43 ,- 41, 

US DoBar 5U - 5)3 5*, - 5^2 - &JJ 54i - 5=8 5}2 - S3 5JJ - ® 

Baton Ura i - 6J4 7-6% 6% - 6H - 6% &1S - Bil sfi - sH 

Japanese Yen »2 - h - B U - & >2 - A A ■ li 

Asian sang 2 -1% 3A - 2B 3.1-3/. 3« - 3« 3!J ■ 3R 41,-4 

Short lorm ism nm call tor the us Dolar and Van. cows two days' mfleo. 
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Sett price Change 
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EsL voi Open inL 

Dec 

9625 

9624 

+0.01 

9627 
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15.568 

40.188 

Mar 

8521 
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+0.03 

95.94 
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13.347 

44.726 

Jim 

95.58 

B5.55 

+053 
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65.56 

9.531 

26272 
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(Sch) 200004 
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(DKi) 108214 
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FR) 05390 
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m .1.1133 
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-024 02157 
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193102 33 

58.4786 3.7 

10.7B99 55 
04047 34 

9506 43 
24321 33 

449.191 -45 
1-1128 05 

279131 04 

584789 3.7 

3.1906 35 
113368 04 
280723 05 

299401 15 

123445 2.7 

2382 55 


33 193278 3.4 
35 563589 33 
35 10j4344 34 

3.7 82296 14 
3.B 9.1735 34 
44 2.7262 4.1 
-33 460.183 -23 
07 1.1005 1.1 

04 2787.79 02 
33 563589 33 
33 34737 44 
33 11.0068 32 
04 284.105 1.7 

14 234281 23 

25 113285 24 

54 22391 54 


- 496 14548 14478 14453 2.7 1.4582 23 14041 3.1 


Europe 

Austria 

Belgium 
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FMand 
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Greece 

fretted 

tuty 

Luxttntxiug 

Nethertande 
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UK 

Ecu 
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Ctastng Change- BkVoffw 
mid-port on day spread 

) 123223 +0.0057 191 - 2SS 
) 38.1400 +041 200 - GOO 

J 64671 +04019 661 - G61 
1 52493 +00041 471 - 51S 

) 54770 -04032 755 - 785 

) 1.7506 +0.0007 502 - 510 

t 275.650 -055 570 • 730 

) 1.4580 -04021 565 - 594 

| 1720.15 -335 960 - 070 

) 36.1400 +041 200 • 600 

I 13720 +04012 716 - 724 
) 74064 -04106 060 - 068 

\ 177380 *0.15 930 - 030 

| 147490 *0415 670 - 710 
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1 14619 +00053 614 - 624 

\ 1.6231 +04021 226 - 236 

- 1.1205 +0.0009 200 - 209 


Day's mm 
high tow 


Ore month 
Rate ttPA 


Three months One year JP Morgan 


Argentina (Peso) 14228 +04031 323 - 233 

Brad PS) 1.7823 +00021 816 - 829 

Canada (CS) 22407 *0408 392 - 422 

Mexico (New Peso) 12 5750 -04076 870 - 829 

USA 0) 14231 +04021 226 - 238 

PBcOo/MkMe Ettt/Afefca 
AiSOeBa (ASg 2.1927 -04075 912 - 841 

Hong Kong (HKS) 125536 +04138 402-585 

Mb pa) 583887 +04897 300 ■ 474 

tarsal (Shk) 54719 +04221 622 - 816 

Japan M 106.119 +154 boa - 245 

Malaysia NS 5.1014 +0.1429 917 - 111 

New Zetland (NZS) 24093 +0403 075 - 110 

PhXppInaB peso) 53.1891 >1441 915 - 868 

Saudi Arabia (SR) 84875 +04079 854-865 
Singapore £$ 24998 +04086 972- 020 

South Akkra IR) 75726 +0406 662 - 700 

South Korea (Won) 148348 +032 306 - 430 

Taiwan (IS) 48,2259 +04588 068 - 450 

ThaSand (Bt) 593432 +04837 435 - 426 

1 DM far Od 10. BdMhrapwedi «» tea Pound Spot tat* ati 
m knpied by ewat Mm( ran Sntag tateMiMri 
Mk+tatae.in both tMa and the DoM Spa tat*a dated ban 
Ora erahnoe rraae priM to thn MM era ot» weteiita on the 


14233 14187 

1.7635 1.7792 

22422 22332 22338 3.7 22202 

125925 125696 

1JB42 14200 14209 14 14109 

22023 2.1904 2.109 24 2.1806 

124625 125323 125529 0.1 125485 

584130 584760 583839 -44 594845 

54744 54688 

197.140 194450 195499 62 193474 

5.1303 54591 5.1056 -14 5.1138 

25112 25070 25125 -15 25163 
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80911 84780 8484 0.7 64756 

25118 24898 2.495 22 24549 
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3.7 2.1893 32 844 

15 15990 1A 104.5 

22 2.1437 22 33.1 

02 124014 05 

-4.1 614642 -34 

82 184489 S.1 126.6 
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05 454719 04 
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Argentine (Peso) 09988 +04006 998 - 998 04998 09998 

Brad PS) 14981 -04001 BBO - 081 14961 14980 

Canada (CS) 15805 +04018 600-810 15810 15784 15774 27 

Mexico paw Peso) 7.7475 -0.015 450-500 7.7500 7.7450 7456 -16.8 

USA (3) .... 

PecMo/MMdte East/ Africa 

Austnfla (AS) 15509 -04064 504-514 15521 15559 15503 05 

Hong Kong PKS) 7.7345 -04017 340 - 350 7.7358 7.7330 7.735 -0.1 

ftfcl ps) 362200 -0405 950 - 450 362450 36.1950 365675 -4 j6 

brad (Shk) 3/4045 +0.009 896 - 994 3A994 3.4896 

Japan (Y) 120430 +079 790 - 870 121.400 120.120 120515 5.1 

Malaysia (MS; 3,1430 +0484 380 - 480 3.1600 3.1200 3.1475 -1.7 

New Zealand (NZS) 15460 -04002 454 -466 15475 15454 15468 -04 

PNBpprtn (Peso) 32.7700 -04855 20Q - 200 32420Q 32.7200 

sari Arabia (SR) 3.7505 -04001 504 - 506 3.7506 3.7504 3.7512 -02 

Singapore (SS) 15400 +0402 390 - 410 15470 15350 153S3 1.4 

Saudi Africa (R) 4.66S5 -04025 630 - 880 44895 44600 4.706 -10A 

south Korea (Won) 914.100 -045 000 - 200 914400 914.000 

Taiwan (14) 28A800 -0.0015 770 - 830 28.4840 28.4770 28491 -05 

Tha&ted (Bt) 365000 +025 500 - 500 38.6000 35.7500 36445 -144 

t SDR rate per S lor Oet ia OkUOflar spreads h era Mar Spot mate show only ttra bra Hires da 
quoted to itw mertcra but ■« bnpied by came rtarat rates. UK, bstend S ECU are voted In US 
10s Bobo rarara ge 1990,100. 
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Open 

Sett price Change 

«gh 

Low 

Est. vol 

Open ait. 

Dec 

9023 

9623 

+0.02 

9625 

9622 

50599 

326660 

Mar 

95.93 

9520 

+0.02 

95.D6 

95.92 

55379 

304308 

Jun 

9525 

35.66 

+0.02 

95.69 

95.63 

35462 

258724 

Sep 

95.46 

95.47 

♦0.02 

9251 

9S.45 

15536 

195836 
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■ THREE WORTH EUROURA FUTURES (LlFFET LlOOOm points of 10096 



Open 

Sott price Change 

High 

Low 

EsL vol 

Open Lnt 

Dec 

93.61 

93.73 

+0.13 

93.75 

93.61 

16177 

105414 

Mar 

94.34 

94.48 

+0.16 

94.49 

9434 

23001 

1023B7 

•hm 

9480 

9430 

+0.16 

94.32 

94.80 

15337 

83157 

Sep 

94.93 

95.01 

+0.18 

95.02 

9430 

6274 

61056 


■ TtBSE HDKTH EURO SWISS FRANC RITURBS (JJFFEI Sftlm ports at 100% 



Open 

Sett price Change 

Mgh 

Low 

EsL vol 

Open irrt. 

Dec 

97.95 

07.83 

-0.04 

97.98 

9739 

5744 

B4448 

Mar 

97.75 

97.68 

-0.04 

97.77 

97.71 

4030 

48573 

Jun 

9734 

97.47 

-0.04 

97.56 

97.49 

2413 

28047 

Sep 

97.35 

9728 

-0.04 

9737 

97.32 

718 

17543 

■ THREE MONTH EUROYEN FUTURES (UFFE) YlOQm points of 100?t 


Open 

Sett price Change 

High 

Low 

EsL VOl 

Open InL 

Dec 

- 

99,45 

+0.02 

- 

- 

0 

n/a 

M» 

- 

99.43 

+0.05 

- 

- 

0 

n/a 

Jun 

- 

9936 

+038 

- 

- 

0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Eculm prints of 100M 



Open 

Sett price Change 

High 

Low 

EsL vol Open frtt. 

Dec 

953$ 

9539 

+0.05 

9539 

9528 

787 

11571 

Mar 

95.30 

9530 

+0.04 

9531 

9530 

347 

6922 

Jun 

9525 

9524 

+0.03 

9 625 

9524 

116 

8109 

Sep 

9520 

95.19 

+0.04 

9520 

95.19 

239 

5642 


1 LITE futures ateo traded an APT 

■ EUROURA OPTIONS (UFFE) LlOOOm paints ol 10096 


285 -03 285925 - 

37.65 -124 3846 

wad pieces. Fonard rata, are 
aeiency. JP. Mpgan nominal 


not Mecdy 
trices Oct 


Strive 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS 
Me 

9360 

032 

1.03 

1.44 

0.09 

0.05 

9375 

0,17 

030 

121 

0.19 

0.07 

9400 

0.07 

030 

0.99 

0.34 

0.12 


EsL +oL tow, Cote 78S9 Pm 621ft. Pretiinra day's open Ml, Ms 348814 Pum 106187 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



Oct 13 

BFr 

DKr 

FFr 

DM 

K 

L 

H 

MCr 

Es 

Ptet 

SKr 

SFr 

E 

cs 

9 

Y 

Ecu 


Betgkan 

(BFl) 

100 

18«45 

1626 

4344 

1398 

4780 

5A57 

1938 

4822 

408.7 

2032 

4345 

1.705 

3320 

2.767 

3343 

2-488 


Denmark 

(DKr) 

5421 

10 

8315 

2326 

1329 

2580 

2358 

1021 

287.0 

221 2 

1134 

2.193 

0324 

2371 

1.600 

1813 

1-339 


France 

CFFr) 

61.49 

1134 

10 

2379 

1.167 

2827 

3355 

1132 

302 3 

2513 

1237 

2/488 

1348 

2349 

1.702 

2053 

1319 


Germany 

(DM) 

2034 

3306 

3357 

1 

0392 

9823 

1.126 

4302 

101.7 

8437 

4319 

0335 

0352 

0.788 

0571 

69.02 

0510 


Mind 

UK) 

52.09 

9.721 

8.569 

2252 

1 

2506 

2375 

1032 

2582 

2153 

1132 

2.131 

0398 

2313 

1.458 

1762 

1301 


tody 

w 

2.101 

0388 

0342 

0.102 

0040 

100 

aii5 

0407 

1035 

8288 

0.440 

0.035 

0338 

0390 

0358 

7.024 

0052 


Netherlands (FT) 

1833 

3381 

2380 

0388 

0348 

8723 

1 

3253 

9035 

7438 

3334 

0.741 

0312 

0700 

0307 

6137 

0453 


Norway 

(NKr) 

51 3B 

9218 

8388 

Zj499 

0.979 

2455 

2315 

10 

2543 

210.8 

10.79 

2.067 

0379 

1370 

1/427 

172-5 

1374 


Portugal 

(Eb) 

2031 

3.746 

3302 

0384 

0385 

9862 

1.108 

3337 

100 

8238 

4248 

0321 

0346 

0778 

0-562 

6739 

0301 


Spain 

(Pte) 

2437 

4314 

3379 

1.185 

0.464 

1165 

1335 

4.744 

120 2 

100 

5i119 

0390 

0.417 


0877 

8131 

0304 


Sweden 

(SKi) 

4730 

8318 

7.773 

2315 

0307 

2275 

2308 

9387 

2354 

1963 

10 

1334 

0315 

1328 

1323 

1593 

1.180 


Switzerland 

(SFr) 

24.72 

4261 

4320 

1.197 

0/469 

1177 

1349 

4.783 

121.7 

1013 

5.172 

1 

0.421 

0344 

0684 

8235 

0310 


UK 

a 

5836 

1032 

9239 

2341 

1.113 

2792 

33u: 

1137 

2883 

239.7 

1237 

2373 

1 

2341 

1.823 

196.1 

1449 


Canada 

(CS) 

26-18 

4329 

4257 

1268 

0497 

1246 

1-428 

5375 

1283 

1073 

5/477 

1359 

0446 

1 

0,724 

8733 

0.846 


USA 

n 

38.14 

6367 

5377 

1,751 

0388 

1720 

1372 

7.006 

1783 

147.7 

7281 

1^62 

0318 

1.301 

1 

1203 

0882 


Japan 

00 

2931 

5318 

4384 

1/449 

0288 

1424 

1332 

5.799 

1473 

1223 

8357 

1310 

0310 

1.143 

032B 

100 

0.739 


Ecu 


40.49 

7370 

6285 

1382 

0.769 

1927 

2210 

7351 

1904 

1652 

8/472 

1338 

0390 

1-547 

1.121 

135.4 

1 
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m D-MARK FUTURES QMM) PM 12S400 per DM 

Open Latest Chongs High Low Eat veil Open bit 
Dec 05732 05740 - 05774 05722 27.009 70270 

Mar - 05757 - - ID 2548 

Jun - 05790 - - 05790 1 2.817 

■ SWISS FRANC FUTUWCT QMM} SFr 125400 per SR 1 

D6C 04896 04915 - 04903 04855 10424 39.990 

M«r - 04980 - - 08944 73 1.904 

Jun - 0.7040 - - - 35 265 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 13 Over- 7 Cteye Ore Three Sto One 

• night notice month montha months year 

toMbanfc Storing 7J* - 6% fa - 7 7^-7 7% - 7^ fh. - 7*8 7*b - 7»a 
SSSJeS^ - - 7i - 7 7& . 7 A 7& - 7£ 7U - 7» 

Treemey Bile “ 7 7*1 - 7 - 

Sals - - 7A-7A - 

authority dope. 6% - 63| 7-6% 7, 1 * - 7 7A ■ 7*e 7flr - 7^ 7J| - 7ft 
Dfscoirt Market (taps 63 - BU 7-6% _ 

IK deering bar* base tending rate 7 par cert tom Aug 7, 1997 

Ho to 1 . 1-3 3-6 W 9-12 

month irawth mowhe moUha months 

CCrtB 0( T« dep. (CKJ0400) 2*2 #2 B 5 4% 

cw« te Ti-c [tan nrier 9100400 taZ%po. DadOteto mShOtenn tor cash 1+U»._ 

Ava. tendwnda o I dteooura on Oct 10. WMSOpc EttSftad rate 80S- r tnaoca. Mato 

SdW^w!«W^S«d raw lor pitodaETaR «97 to Nov 2S, 1W7. 

SS^^tarpedcd^ » Sep 9A 1997. Sctramaa IV A V 72»*pa Rnanco 

SSaSte Rate #1»C tram Oat 1. 19B7 

■ r»«aMMOIgTHOT»^B"^NBIA^ 

Open Sett prica Change Hgh Low EsL vai Open hL 
9254 relss +041 9257 9255 8711 V2SG&7 

Mw ay *g> op r» +043 9255 8251 7716 112631 

k— 9254 0255 +005 8256 9254 13423 86304 

Seo ca W2 9064 +046 9248 8LB2 77P1 09909 

S +047 9243 92-75 7890 83114 

Atao traded on APT. AI Open MM Bp. an far pmftaa day. 

M SHORT STBIIJMO opno w (LIPFg 2500 ,000 porta ri 100% 

?!? ' - D« Mm Jun Oto M« ^ 


l-M I C ■ — -■■■■— ■■ ■— PUIS —— 

Mar Jun Dec M« J"' 

0.17 028 046 0.16 023 

ao? Q.16 oa om jj» 

042 048 0-45 0-50 0.53 


Eat vrt. wbS. CeM 2213 Pub a Piwtoifl Huf* open wt, Cato 199125 Puts 215932 


BASE LENDING RATES 
' * ~ 


Adam A Company 740 
Aftedlreh Bank (08) 740 
•HenyAndmehar 740 
BamcoOGbao Vtaajra 740 
BankoTCyptus 740 
Barit of tatand 740 
Bankeflndta 740 

BankriScotato 740 
Batch#* B®* 7M 
BmBKOfUdEaa , 740 
•&rranSttty*CoUd 740 
CfSrarisNA 740 

qytetwa Barit 740 
Tl* Gttopaadw BarR740 
Couth iCo 740 

Cyprus PopiaiBarfc 740 
Duncan tomb 740 


Beater Trull Limited 840 
FmctaifcCfcnBii* 640 
•Robert flaming a Co 740 
•Gumaec Mahon 740 
H^kb Bank AO Zurich 740 
•HambroeBot* 740 
Heritable 6 Gen lnvBk.740 
C. Horae 3 Co 740 
Hvotsog 6 Shenghd 740 
Investec Bra* (UQ LW740 
juton Hodge Bra* 740 
•toteoUJoaaph6SBnB740 
LfajntoBffl* 740 

MdtandBenk 740 
NafWoGtmrtter 7X0 
•RMBrathera; 740 
FteytaBkolScoOend 740 
ScoBsh Widows Bart 740 


•Ginger 6 fltedander 740 
•SnWii WlinsnSoa 740 
Stan Eteridng Crip IM 740- 
TS8 7.00 

Uritrai Barit of tt*aA740 
unity Tiua Baric Flo 740 
VVhteaMyLridbw 740 
YMsHkeBa* 740 

• Membera of London 
Investment Betting 
Asscdoton 
* inadrrintaSBBKi 


4ABARE W E TH RtTUMg (MM) Van 125m per Yen 100 

Open Latest Change Hgh Low Eat. raol Open Int 


Dec 

Mar 

Jun 

■ MB 

08400 

ujmq nm 

03420 - 03407 

*03523 

03833 

HKS (IMM) £62300 per £ 

03310 

03510 

40868 

81 

1 

89.631 

B81 

163 

Dee 

13178 

13178 - 1.6198 

13160 

4390 

29.664 

Mar 

_ 

1.6110 

— 

3 

253 

Jun 

- 

13050 

- 

52 

27 


EMS EUROPEAN CURRENCY UNIT RATES 

Oct 13 Ecu con. Ram Change % W-tiom % ap 


Ecu con. 

Rate 

Change 

Ik W-teom 

% spread 

DW. 

rates 

agartrf Ecu 

on day 

cert rate 

v weakest 

Jnd 

0.798709 

0768583 

+0000747 

-3.77 

6.13 

25 

535424 

539137 

+031056 

083 

1/49 

-4 

163326 

165.782 

+0197 

130 

002 

-8 

197398 

199.782 

+0253 

131 

031 

-8 

190048 

192932 

-532 

133 

039 

-0 

734556 

7.46384 

+030952 

138 

024 

-13 

2.16870 

221344 

+000286 

231 

012 

-15 

132573 

136510 

+0.00254 

234 

0.08 

-20 

133485 

133319 

+0.0178 

239 

034 

-15 

39.7191 

405515 

+03445 

2.10 

003 

-16 

8/45868 

639827 

+033168 

2.13 

030 

-18 

BUBERS 

295269 

309.529 

-0354 

433 

-237 

- 

0793103 

0090707 

-0302974 

-1201 

1737 

- 


Qan aa ny 

Aostrio 

Belgium 

France 


Ecu earanl nm M tar *» Eteoptan OmnMton. Cutnndie ore In doaoMna rior* wraUh. 
PwrartiM cW«m m rt Em a portaM dranga dmom n «mk crar«ncy4hmiarera shoes tfra reia 
betman tm rameSbc Bra peemteos dBmmce bstaawi Bra actual narta arid Ecu craef retea Ira ■ 
mm, sraldra oartnsn prantaed pBrcsmens deMoton el Ora cureneyH «M rate Irani te Em 
cenbra rate UWBZi SM« Mpmded tew EMC riustorara cotairasd by ifra FiraneU Tteara. 

■ PMLADBJPWA SC £/S OPTfOMS E31 250 ^ents per pound) 

Strike - - - CALLS - PUTS 

Prion Oct Nov Dec Oet Nov Dec 

1500 246 251 323 - 047 156 

1510 146 223 2.69 - 154 1-90 

1580 aw 1.09 2.10 017 140 ' 251 

Pnntous dva <m, Cote 380 Pus 77. Piw. Oafs open toe. Crate 27^06 Pus 2M13 

■ PMLADELPMA ME IMRARK/S OPTIONS DM62500 (6 par DM) 


States 

Pries 

Oct 

- CALLS - 
Nov 

Dee 

Oct 

- pure - 

Nov 

Dec 

0560 

1.1S 

1.57 

130 

- 

025 

0/43 

0568 

066 

1.19 

1/47 

- 

039 

037 

0370 

0,17 

038 

1.17 

■ 

037 

077 


pnwkMte deyls voL CMs 3444 Pus <M5fl . Prew. deyii epwi be, OMs 13J501PUS 40JS5 


■ THBBE MOffTR ■UHOOOfcLAB QMM) 81m polnto of IQOti 

Open life* Change Vkgh Low 6*. vd Open kn. 
Dec 04.14 94.14 - 94.15 94.13 189.764 619514 

Mar 9445 80.05 - 94.03 8445 5479 84 fiM 

tl IIS TREASURY BtLFUTURBS QMM) SlmpeMOW 


Dec - * - 9543 

Mar - 95.03 

Al Opan Mrad dgo. era ter pravteita ttay 


05.01 230 4589 

116 4.121 


■ EUWOMAHKOynOKBdlffQ DMim points of 10096 


Stalks 

*— 


CALLS " 




POTS - 

Pitas 

Oct 

Nm 

Dec 

Mar 

Oct 

Nov 

Dec 

9575 

048 

048 

0.46 

026 

0 

0 

0 

9606 

023 

024 

025 

oio 

0 

031 

032 

9625 

0 

0.04 

007 

033 

002 

006 

009 

9650 

0 

0 

001 

0 

027 

027 

028 

9673 

0 

D 

0 

0 

032 

03? 

032 


Eat veL Wal, CMk 10557 Puts 30649. Rnwtraa dayls open tot, Ctata 281217 Puls 302222 
■ EURO SWttR FRAIIC OPTIOteS (UFFE) SR 1m ports rt lOOtt 


States 

Pries 

Dec 

- CALLS - 
- Mra 

Jun 

Dec 

- PUTS 
Mar 

9900 

022 

013 

0.14 

033 

045 

9695 

003 

006 

037 

039 

063 




Eat- voL total. CM* 0 Ms 8 Previous day's open tot- Cate 3*25 PUS 2819 
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ANNOUNCING THE CBOT DOW JONES INDUSTRIAL AVERAGE" 
FUTURES AND FUTURES OPTIONS CONTRACTS. 

For the first time ever, trade ike index at the exchange. In the U.S. call 800-THE-CBOT, 
ext 8120, or fax us at312-341-3]6S,attn:8120. In Europe call 171-929-0021, ext 8120, or fax 
us at 171 '929-0558, a ttn: 8120. Or visit us at www.cboLcoin/dow 
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COMMODITIES AND AGRICULTURE 


Oil plunges on fears of overbought futures £™*P 


markets report 


By Gary Mead and Kenneth 
Gooding in London 
and Nikki Tait in Chicago 

International oil prices plunged 
yesterday - with traders respond- 
ing to fears that the futures mar- 
kets were “overbought". 

On the New York Mercantile 
Exchange crude oil fell 72 cents to 
S21.38 a barrel in early trading, 
and by late afternoon on London's 
International Petroleum Exchang e 


the Brent November contract was 
56 cents lower at $20.21 a barrel 
Analysts said New York fall 
was a response to Friday's report 
from the Commodity Futures 
Trading Commission, the US regu- 
lator, which showed that in the 
two weeks to October 7 “non- 
commercials" (predominantly 
investment funds) held 76,743 long 
positions - bets that prices will 
rise - against 20,843 short posi- 
tions - bets that prices wiD fall 
Investment funds had become 
more heavily weighted in oQ since 


prices started to rise in late Sep- 
tember, following renewed jitters 
over tensions in Iraq. 

In more fundamental terms, 
some analysts said they detected 
bullish indicators for crude oil in 
the short term. In its latest com- 
modity markets report Merrill 
Lynch projects global oD demand 
for the final quarter of 1997 to be 
3L2 per cent above the same period 
for 1996, and argues that “the 
pressure on available supply this 
winter could be much greater 
than currently anticipated”. 


On the London Metal 
Exchange’s nickel market there 
was a brief flurry after the Tass 
news agency reported that 
Norilsk's Nadezhdha 76,000 tonnes 
a year smelter had stopped nickel 
and copper output 
Nevertheless, both metals ended 
trading below Friday's close. 
Three-month nickel was down $35 
a tonne at $6,505 while copper was 
down $11 at $2,063 a tonne. 

Jim Lennon, analyst at Mac- 
quarie, the Australian bank, said 
total closure of the smelter 


appeared implausible. “A closure 
of one furnace for relining may be 
possible, bat Norilsk has spare 
capacity elsewhere to make the 
losses minimal” he added. 

Grain prices moved higher on 
US future markets, as rain and 
high winds swept across the mid- 
west just as the harvest season fear 
-some crops was in full swing. 

Com futures rose about 3 cents 
for near-term contracts, with the 
December contract rising to $2L912 
a bushel, as traders conclu- 
ded that the weather could 


delay harvesting and hit yields. 

Soyabeans also 'moved higher, 
with the November contract 
adding 18.6 cents to 719 cents a 
bushel This was put down partly 
to tw-imirai buying, but a private 
forecast, which put the antici- 
pated season-ending stocks much 
lower than last Friday's US 
Department of Agriculture figure, 
also contributed to the rally. 

Wheat futures shared in the 
trend, with the December contract 
gaining about 5.6 cents, to 371 
cents a bushel . 


London 

silver 

business 


Report warns Risks pay off for magnesium venture 

QU PPIlPf] nc Its Dead Sea plant could make DSM one of the big players, says Judy Dempsey 

® XT T hen Zvl Ben- 

_ ... . \/\/ Noon started work 

By Alison Maitland The European Commis- Tv on buildlna 


By Alison Maitland 

Genetic engineering develop- 
ments have produced alarm- 
ing results that governments 
are largely ignoring, Green- 
peace, the environmental 
organisation, says in a 
report today. 

Mistakes include geneti- 
cally modified bacteria that 
have become toxic to plants, 
killed beneficial soil fungi or 
escaped into sewer systems. 

“It's like the genie in the 
bottle,” says Doug Parr. 
Greenpeace UK's genetics 
campaign director, in the 
report. “Once it's out. you 
cannot put it back. Already 
there are too many cases of 
things going wrong." 

The report is published 
before Thursday's meeting of 
European Union environ- 
ment ministers, who will dis- 
cuss Austria's request to ban 
maize genetically modified 
by Swiss biotechnology 
group Novartis to be resis- 
tant to the com borer pest 

An antibiotic-resistant 
“marker” gene in the maize 
has raised concern about the 
transfer of antibiotic resis- 
tance to animals and 
humans. Greenpeace points 
to statements from the UK 
Labour party before it came 
to power that the maize 
should not be allowed into 
the UK “when it may pose a 
health threat to consumers". 


COMMODITIES PRICES 


The European Commis- 
sion, following scientific 
advice, declared the maize 
safe last December. The UK 
government says it cannot 
break that ruling and there 
is no new scientific evidence 
to justify an EU-wide ban. 

Further pressure will 
come tomorrow when the 
Consumers’ Association calls 
for the statutory long-term 
monitoring of genetically 
modified foods. It will also 
demand reliable tests to dis- 
tinguish modified foods from 
conventional ooes, and say 
product liability should be 
extended to modified crops. 

The 12 “mistakes" cited in 
the Greenpeace report 
include a large stock of oil- 
seed rape seeds in Canada 
that had to be withdrawn 
earlier this year because 
they contained herbicide- 
resistant genes that had not 
been given government 
clearance. 

In another case, a bact- 
erium engineered to produce 
fuel from farm waste was 
found to inhi bit the growth 
of wheat and to suppress 
beneficial soil fungi when it 
was added to soil. 

Also, Dutch researchers 
found viable genetically 
engineered bacteria on dry 
laboratory coats before they 
went to the laundry. Wash- 
ing would flush the bacteria 
into the sewage system. 


W hen Uri Zvl Ben- 
Noon started work 
on building 
Israel’s first magnesium 
plant three years ago. he 
was aware of the risks. 

It was far from certain 
how the imported Russian 
technology would perform in 
high temperatures by the 
Dead Sea, compared with the 
cold climate at home. 

Nor was it clear if Mr Ben- 
Noon, chairman of Dead Sea 
Works, the potash produc- 
tion company of which Dead 
Sea Magnesium is an off- 
shoot, could rely on the 
Swiss-made compressors. 

Three years later, the Rus- 
sian technology Is working 
well while the compressors 
keep breaking down. 

But Mr Ben-Noon, whose 
companies are owned by 
Israel Chemicals and indi- 
rectly by Israel Corporation, 
the holding company con- 
trolled by the Eisenberg fam- 
ily, has no qualms in defend- 
ing a $420m investment in a 
magnesium plant located at 
one of the lowest sea levels 
in the world. 

“You only have to look at 
the figures," says Mr Ben- 
Noon. "Instead of producing 
25,000 tonnes a year, we can 
produce 30,000 tonnes. Sales 
capacity is higher than 
expected." 

He adds that after the 
plant comes on stream next 
year, revenues could reach 
Sl30m by the end of the 


. gets*?* 
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Car makers are increasingly attracted to magnesium, which 
is lighter and more environmentally friendly than steel 

decade, helped by the car This was one of the Tea- 
industry's increasing attrac- sons why Volkswagen, the 
tion to magnesium, a metal- German vehicle manufac- 
lic element that is lighter turer, took a 35 per cent 
and more environmentally stake in DSM, investing 


friendly than steel 


$100m- 


Mr Ben-Noon says he 
expects VW will take 
between 25 per cent and 30 
per cent of DSM’s annual 
capacity. Other car manufac- 
turers. including Chrysler 
and General Motors of the 
US, are looking at DSM’s 
prospects. 

The prospects, says Daniel 
Carasso, Israel analyst at 
UBS Global Research, are 
more than encouraging. 
“There is no reason why 
DSM cannot become one of 
the three big players in the 
market - joining Dow Chem- 
ical of the US and .Norsk 
Hydro of Norway." 

The world market for mag- 
nesium is about 300,000 
tonnes a year, with Norsk 
Hydro selling 90,000 tonnes a 
year, a 30 per cent market 
share, and Dow Chemical 
selling 60,000 tonnes, a 20 per 
cent market share. With the 
DSM plant fully on stream, 
the worldwide magnesium 
shortage could be eased. 

Mr Carasso and other ana- 
lysts believe DSM has sev- 
eral advantages over its 
competitors. It has no stor- 
age problems since it rarely 
r ains in this part of Israel 

"DSM can store large 
quantities outdoors, unlike 
its competitors. It can meet 
demand any time," said Mar- 
tin Geifman. analyst at Zan- 
nex securities. 

Above all, DSM has unlim- 
ited supplies of magnesium 
which comes from the Dead 


spa, a closed salt-water sea 
at 400 metres below sea level 
which has underground salt- 
water wells. 

■Over the years, DSW built 
evaporation ponds to extract 
bromine, potash and magne- 
sium chloride. On average, 
300m cubic metres of Dead 
Sea water flows Into the 
ponds each day and are 
evaporated in two stages. 

The brine left after the 
first stage is pumped into a 
second set of ponds, where 
caraelite, magnesium’s main. 
raw material precipitates. 
The caraelite is then sepa- 
rated into potash, magne- 
sium chloride and salt 

“DSW produces 16m 
tonnflfl of carnelrte a year," 
explained Mr Ben-Noon. “We 
need 16 famriea of carnelite 
to produce one tonne of mag- 
nesium. The theoretical 
potential [for magnesium] 
from the sting ponds is 
lm tonnes [a year)." 

In a bid to build an DSM’s 
unlimi ted capacity and mar- 
ket potential Mr Ben-Noon 
is now lobbying Israel Corpo- 
ration's shareholders to sup- 
port expanding the plant, 
building another power sta- 
tion and developing a mag- 
nesium die casting -plant 
which would double produc- 
tion and revenues. 

He also aims to invest 
more in research and devel- 
opment to Increase magne- 
sium's use, especially in car 

pn ginea- 


By Kenneth Gooding, 

Mining Correspondent 

There was a sharp rise in 
silver business in the Lon- 
don bullion market hi Sep- 
tember. Average daily silver 
turnover jumped by more 
than 19 per cent, . from 
263Jtm ounces in August to 
3142m ounces, according to 
the London Bunion Market 
Association. 

This was by far the high- 
est level since the LBMA 
started collecting the statis- 
tics in October last year. . 

The average silver price in 
London also rose; from. $4-50 
a troy ounce in . August to 
$4.73, which resulted in the 
daily value of silver turn- 
over HimMiig by 25 per cent 
to$l-5bn. 

This matched levels seen 
in the first quarto: of this 
year when the average sil- 
ver price was higher. . 

Chris Elston, chief execu- 
tive of the LBMA, said the 
increase in silver business 
reflected a high level, of 
physical demand and 
increased activity in. the 
forward market. 

Average dally business in 
gold bullion rose more mod- 
estly in September. Dally 
clearing turnover was up by 
3.3 per cent from the August 
level of 33.2m ounces to 
34.3m. 

The average London price 
fell slightly, from $32441 an 
ounce in August to $822-82. 
In value terms, therefore, 
average daily turnover rose 
from $10.7hn in August to 
SlX.lbn in September. 

As the association began 
collecting the statistics only 
in October iast year there 
are no comparisons avail- 
able for September 1996. 
However, last month's gold 
total was well below the 
record 402m ounces a day, 
worth $14bn, cleared in Feb- 
ruary - a month in which 
the average gold price tum- 
bled by $25 an. ounce arid 
fell below $350. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tradtag) 

■ ALUMINIUM, 89.7 PURITY (S per tome] 
each 3 mflto 
Close 1636.5-37.5 1644-45 

Previous 1837-38 1644-45 

1648/1639 
1640-41 
1640-41 


Close 1636.5-37.5 1644-45 

Previous 1637-38 1644-45 

High/kw 1648/1639 

AM Official 1831-2 1640-41 

Kerb dose 1640-41 

Open int 250221 

Total daily turnover 159,299 

■ ALUMINIUM ALLOY ($ p<r torvio) 

Close 1432-37 1460-62 

Previous 1442-47 1470-72 

HigMow 1470/1465 

AM Official 1435-40 1460-85 

Kerb dose 1470-75 ■ 

Open Int 5.325 

Total dafy turnover 1,713 

■ LEAD [S per tonne) 

Close H»4 616-6.5 

Previous 605-07 619-20 

High/low 621/610 

AM Official 603-4 615-8 

Kerb dose 609-10 

Open int 32JB0 

Tod daiy turnover 11.155 

■ WCKEL (S par tonne) 

dose 8420-30 8520-30 

Previous 6430-40 6530-40 

High/low 6500/6470 

AM Official 8350-55 8475-80 

Kert> close 6500-05 

Open InL 53.221 

Total dafly turnover 27,640 

■ TEN (S per torra) 

Close 5605-15 5650-60 

Previous 5580-90 5630-35 

High/low 5615/5610 5680/5640 

AM Official 5615-20 5655-60 

Kerb dose 5645-50 

Open int 16.404 

Total daiy turnover 4,523 

■ ZINC, special high grade (S per tonne) 

dose 1303-04 1319-20 

Previous 1304-05 1314-15 

HigMow 1320/1311 

AM Official 1300-01 1314-5 

Kerb dose 1312-13 

Open int B0.47B 

Tout daiy turnover 35332 


Precious Metals continued 

■ GOLD COMBt poo Troy oz.; S/froy oz.) 

Sad Bay** Open 

price change Wgh km Hoi M 

Oct 3Z7.7 -13 3283 328.3 4 146 

BOV 328.4 -12 - - 303 1 

Dec 3298 -1.4 3322 3295 31220 92,487 

ft* 331.0 -1.4 333.4 3309 515 21,928 

Apr 3328 -14 333.6 332.7 76 5891 

Jtm 334.4 -1.4 335.4 3342 255 10836 

Total 32,75317*288 


GRAINS AND OIL SEEDS SOFTS 


M PLATINUM NYMEX (50 Troy az.: Srtroy ozj 

Dac 

Ori 

434.4 

+50 

435.0 

430.1 

42 203 

Mar 

Jm 

437.4 

+50 

4380 

433JS 

604 12JS89 

May 

Apr 

432-4 

+60 

431.0 

4310 

5 B95 

Jri 

Jri 

4Z7.4 

+&5 

- 

- 

1 15 

Sqi 

Total 





852 13J3K 

Dec 

■ PALLADIUM NYMEX (1™ Troy OLi Mroy at) 

Total 


Dec 20525 +035 20780 203.50 439 3857 

Mar 20125 +025 20180 20080 3 373 

Jen 19725 +025 - - - 113 

Total 442 4,145 

■ SILVER COMEX (5800 Troy on Cenls/tooy ozj 

Oct 511.0 -58 - - ' 2 10 

Kev 5128 -48 1 

Dec 514.7 -42 5218 514 0 7270 71,485 

Jan 516.1 -48 - - 2 20 

Mar 5209 -42 9288 520.0 756 IB, 964 

■toy 523.7 -42 5278 5278 188 3204 

IWlI 843510,748 


M WHEAT UFFE pOO tonnee; E per tonne! 

Sea nay's Opm 

price change Hgh In W lot 

Mgv 8685 -4m 6885 8620 178 2852 

Jan 8885 +0.70 8800 8825 151 2866 

Mar 91.00 +0.75 91.00 9025 85 2,727 

May 8380 +0.75 9380 9225 65 1,915 

Jri 95.00 +0.75 - 153 

lUd 561 6,713 

■ WHEAT C8T(5,OOCbu min: carts/BOto bushel) 

Dec 37125 +680 37320 36420 16296 63,732 

Mar 383.75 +5.75 38580 37780 4840 26831 

May 39020 +520 39120 38180 566 5,179 

Jal 390.50 +325 39120 386.00 1274 11893 

Sap 395.00 +480 - - 71 

Dec 40325 +225 40520 40080 B9 2875 

Tetri 24J81 112828 

■ MAIZE CBT (5800 bu min; oents/50b buBheQ 


COCOA UFFE (10 tonnes; E/torwe)' * ; 

SaC Day's Open 

price change 910 lea tot tat 


Doc 

1121 

-11 

1126 

1117 1060 47.153 

Mbt 

1144 

-10 

1148 

1139 

901 51096 

Nky 

1161 

-10 

1163 

1157 

104 Z3.188 

Jri 

1178 

-0 

1177 

1173 

60 9,128 

Sta 

1195 

-8 

1195 

1192 

102 17001 

Doc 

1206 

-0 

1207 

1203 

653 17,560 

Trial 





4031185063 

■ COCOA CSCE (10 tonnas; S/tonnaaj 

Dec 

1676 

+5 

1681 

1666 7.133 45038 

Mv 

1707 

- 

1713 

1701 2008 26004 

May 

17Z7 

+1 

1730 

1728 

302 12,343 

Jal 

1745 

+1 

1749 

1749 

IS 3,670 

Sap 

1762 

+1 

- 

- 

2 4,736 

Dec 

1779 

+2 

- 

- 

10 9,086 

Trial 





4050112038 


29180 +275 29580 287.75 
30080 +300 30480 29680 

304.75 +1.75 308.50 30120 
30680 +225 311.75 30375 

294.75 +125 29780 29200 

291.75 +125 29420 28900 


67827205871 
23540 74838 
4889 12710 
Jri 30880 +225 311.75 30375 5209 31.907 

SBp 294.75 +125 29780 29200 702 2262 

Dae 291.75 +125 29420 28900 4,954 19812 

Total 139277 307899 

■ BARLEY UFFE flOO tonnea: E par tonne) 

Hot 7925 -7.75 7925 7925 21 930 

Jan 8180 -0.10 - - - i860 

Mar 8375 -025 83.75 83.75 16 357 

Hay 8520 -0.10 23 

Total 37 2378 

M SOYABEANS CBT ROOOM mh; certaffiOta burial) 

Mrs 71920 +1925 72980 69580 63178 93899 

Jan 72420 +19.75 73300 70080 14825 36.620 

Bar 72920 +1775 741 00 706.00 6.233 17.148 

Hay 73680 +1325 744.00 71350 2,916 14898 

Jri 74120 +2080 750.00 71720 4832 12,460 

Any 73520 +1820 74080 71780 26 424 

Total 107,481 179822 

■ SOYABEAN OIL CBT (60,000 tbs cenis/lb) 


8420-30 

8520-30 






6430-40 

8530-40 

6500/6470 

ENERGY 




8350-55 

847S-80 

6500-05 

■ CRUDE OH. NYMEX (1,000 barrels. 3/baroO 

53.221 


Latest Day's 



Open 

27,840 



price donga Hgb 

Low 

Vri M 


taw 

21.36 -0.74 

rem 

21.20 34.327 8S.18S 

5605-15 

5650-60 

Jaa 

2137 -0.62 

21.75 

2120 14,654 49,104 

5580-90 

5630*35 

Feb 

2127 -053 

21.57 

21.10 

2S65 27511 

5815/5610 

5680/5640 

Mm 

21.14 -0.48 

21 J8 

2107 

2JJZ8 14318 

5615-20 

5655-60 

Apr 

2104 -042 

2123 

20.80 

986 12226 

16.404 

4023 

5645-50 

Triri 

M CRUDE OB. IPE (S/barraQ 

8S331 448396 


M COCOA flCCOI (SDR'a/tamel 

Ori 10 Price 

Daft 129884 

■ COFFEE UFFE (5 tonnes; S/tonne) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE GME (4QJ0ab3: centaAba) 

Srif Day's Opaa 

Price cheep Mgh Iff W U 

Oct 67825+0.425 67.875 67200 2.152 8,485 

Dec 67800+0250 67.400 67850 4800 42861 

Fab 69825+0225 70875 69850 1891 19260 

Apr 73475+0200 73200 73125 BBS 11810 

Jon 70.425 +0.475 70.475 70200 251 8202 

Aug 70.100+8675 70250 66250 57 2JBt 

Total 9863 94836 

M LEAN HOGS CME (40800t»; centa/fcs) 

Ori 67.750-0.625 68.175 67279 1842 5282 

Dae 62200+0.425 62250 61200 3405 19811 

Feb 61.975+0.650 62800 61200 1,259 7875 

Apr 59275+0X25 59450 58850 405 2876 

Jnn 66850+0225 65200 64800 17 1,463 

Jri 63600+0.150 04.000 63200 4 845 

Total 6843 388>1 

■ PORK BELLIES CME (408QOte centa/lte) 


Prev. day 

1310.59 


Mar 

1582 

-29 

1625 

1580 1203 14384 

Jm 

1601 

-28 

1635 

1395 1.701 12,494 

Mar 

1617 

-22 

1650 

1615 307 6.153 

May 

1627 

-21 

1652 

1625 1 00 1332 

Jri 

1640 

-20 

1659 

1659 20 344 

Sep 

Triri 

1650 

-20 

- 

- 215 

4370 34332 


FEE ■C' CSCE (37,500a>a: cantaflba) 

167.90 +180 16880 16480 2888 11,859 

15285 +185 15300 14920 784 6.792 

14725 +1.50 146.15 14580 162 2,176 

14325 +120 140.90 140.40 218 2268 

13725 +1.50 136.00 13680 2 585 

13225 +0.75 131.50 13180 32 436 

3262 24214 


Ori 67.750 -0.625 68.175 67273 1842 5882 

Dec 62200+0.425 62250 61200 3405 19811 
Feb 61.975+0.650 62800 61200 1259 7,875 
Apr 59275+0X25 59450 58850 405 2876 
Jm 65850+0225 65200 64800 17 1,463 

Jri 63600+0.150 04800 63800 4 845 

Total 6843 38831 

■ PORK BBJJES CME WOOPOfos: canta/Bn) 

Fob 81.750+0800 82200 60.400 1208 6,413 

Kr 61.900+1.100 62100 80300 46 732 

Hay 63200+1200 63800 62250 16 142 

Jri 64800+1.425 64800 62200 24 108 

Aug 64.900 - - 61.900 3 13 

TCtal 1270 7831 

LONDON TRADED OPTIONS 

Strike price S tome — CaBa — — Pots — 
M ALUMINIUM 

(B9.796J LME Dee Mar Dec Mar 



i (ICO) (US cents/pound] 


Ori 10 
Camp- daiy 


Close 1303-04 1319-ZO 

Previous 1304-05 1314-15 

High flow 1320/1311 

AM Official 1300-01 1314-5 

Kerb dose 1312-13 

Open int B0.47B 

Told daiy turnover 35832 

■ OOPPBR, grade A (S per tonne) 

Close 2064-65 2094-96 

Previous 2069-70 2099-00 

Fbgh/faw 2060 2108/2062 

AM Official 2065-6 2096-7 

Kerb dose 2083-84 

Open int 150,148 

Totd daily turnover 72.857 
M LME AM Official E/S rate: 18296 

LME goring E/S rata: 18238 

Spot 151331*5 1 IZI 85 8 rife 18009 9 oBk 1.5953 

■ HIGH GRADE COPPER (COMBO 


latest Day's Open 

price change Ugh Ltef ¥ri tat 

Nov 20.16 -0.55 2082 2003 19838 36878 

DBC 20.18 -026 2027 20.04 20213 62.651 

Jaa 2Q.14 -022 20.46 2084 3802 30.705 

Feb 20.05 -045 2034 1984 732 13,754 

Mar 19.90 -0.41 2020 1986 451 5222 

Apr 19.75 -027 1076 1985 545 3,139 

Trial aft a fe 

■ HEATING OIL HVMEX (42800 IS griL: C/US griaj 

Latest Day's Opan 

price danse Hub Lew Voi tat 

Nov 5050 -1.45 59.75 57.70 11,988 44.354 

Dec 59.70 -1.44 6080 5880 5.2D9 39819 

Jan 60A0 -124 6120 5920 650 21.247 

Fab B020 -129 6080 0080 589 11211 

Mar 99.75 -1.19 6080 5980 505 8.117 

Apr 58.15 -089 58.70 5805 285 5281 

Trial 20,109143,729 

■ oAsoa-ipEfsnaww 


Ori 

24.59 

+030 

2431 

2427 

770 &151 

15 day average _ 


— 12685 

12712 

Dec 

24,89 

+023 

2439 

2432 14339 54JK2 

■ WHITE SUGAR UFFE <50 tames: Sflonno) 

Jaa 

25.14 

+ojh 

2525 

24.79 

4277 20379 







Mar 

25.34 

+022 

25.47 

25.00 

2302 11367 

Dac 

3033 

-20 

305.4 

303.0 

445 10370 

Mar 

2S35 

+025 

25.60 

25.12 

1339 7310 

Mar 

3102 

-13 

310.7 

309.4 

437 14.103 

Jri 

25.74 

+0.34 

ss .re 

2530 

1220 7295 

May 

3133 

-1.4 

3140 

314.0 

1 2.988 

Total 





27224 104,774 

Aug 

3170 

-22 

318.0 

3180 

4 2039 

■ SOYABEAN MEAL CBT (100 tors; S/ton) 

Ori 

Dec 

3130 

315,8 

-2.7 

+13 

I 

I 

- 3,035 

- 124 

Ori 

240.7 

+A1 

2433 

230.5 

2381 6,636 

Trial 





887 33370 



148 

158 

4 

19 

1600 

70 

68 

24 

50 

1700 

23 

45 

77 

103 

■ COPPER 
(Grade A) LME 

Dec 

MW 

Dec 

Mar 

2000 

113 

149 

35 

63 

2100.. ... _ 

58 

97 

79 

109 

990 n 

26 

59 

148 

170 

M COFFEE UFFE 

Nov 

Jan 

Nov 

Jan 

1550 -... 

42 

122 

10 

71 

1600 ... 

14 

97 

32 

96 

fIWO 

3 

75 

71 

124 

■ COCOA UFFE 

Dec 

Mar 

Dec 

Mar 

1000 

125 

163 

4 

19 

1095 

103 

144 

7 

25 

1050 

B3 

127 

12 

33 


CROSSWORD 

No.9,505 Set by FETTLER 


Dec 2368 +08 2392 2262 21.090 43.2HO 

Jm 234.1 +62 2372 2242 4280 17,442 

Nte 2308 +72 2348 2218 3264 16225 

Hay 227.5 +7.4 231.0 2198 3893 16,171 

Jri 228.4 +7.1 2312 2200 962 9241 

Total 42252 118,781 

■ POTATOES UFFE (20 tonney £ per tame) 


Hoi 

57 JJ 

-20 

- 

7 

Iter 

90.0 

+45 - - 

- 

- 

Ate 

1135 

+45 1155 1120 

86 

1.076 

May 

1255 

+45 - - 

- 

22 

Jma 

Triri 

1355 

+4.5 - - 

88 

1,106 


HIEKSHT (BIFFEX) UFFE (SlQ/lndex print) 



Sell 

Day's 




Open 


price change High 

Low 

YU 

tat 

Od 

93.10 

-0.15 

94.10 

0350 

333 

1,535 

MOV 

9160 

-0.15 

9450 

9150 

240 

9fXt 

Dee 

94.15 

-0.10 

9540 

94.00 

3509 28.142 

Jaa 

9455 

-010 

9580 

94.70 

17 

1501 

Feb 

9455 

-0.10 

9550 

9530 

6 

1.133 

Mar 

Triri 

9450 

-0.10 

9550 

94.70 

217 

4388 

5512 

•HLfOA 



sen 

Dayfe 

Open 


price change Mgb Low 

Uol lot 

NOV 

19125 

-455 18450 179.75 

5369 35562 

Dec 

18250 

-455 18550 181.75 

2301 18576 

Jin 

18425 

-425 16850 18355 

655 14388 

Ftb 

18450 

-4.25 18600 ias.00 

120 7.132 

Mar 

18125 

-3.75 18125 18125 

ia 5,18? 

Apr 

Triri 

17025 

-350 178.50 17850 

50 Z455 
25361 98364 


Ori 

1430 

+10 

1430 1430 

5 

1558 

Nav 

1620 

+15 

- 

- 

560 

Dec 

1523 

+13 

- - 

- 

49 

Jaa 

1518 

+3 

- 

- 

615 

Ate 

1518 

+3 

- - 

- 

302 

Trial 

Oats 

ftnv 


16 

2JB9 

BH 

1338 

1328 





PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M RoBariiUd) 


OotdlTroy ofl 
Close 
Openeig 
Morning fix 

Afternoon fix 
Day's High 
Day's Low 


328.60-329.10 

3282032920 

32EL80 

32880 

32825-32855 

32980-32630 


E equiv SFr equiv 

202.58 481.69 
202.09 48032 


■ NATURAL OASKOJIPItenm >mw Pamiri 

Bov 12850 +0380 12.950 12.700 260 1,290 

Deo 15.450 +0870 15450 15450 25 1.480 

Trial EOS 118« 

■ NATWALGA&IW^PO^n^y^"*^ 


Prertwv dose 3289M2940 

Loco Ida Mean Gold Lending Rates (VsUSS) 

1 month 2M 6 months 288 

2 months £46 12 mantas. -339 

3 months 3.41 

saver Fix pflroy at. US eta eqtav. 

Spot 31925 51880 

3 months 322.70 522.10 

6 months 326.03 525.60 

1 year 333.80 532.95 

Gold Coins 5 price E equiv. 

Krugerrand 327-329 201-203 

SSsiSrign 76-78 47-46 


Latest Day's 
price c ha nge Hgb 

3830 -0.052 3.160 
3.145 -0JJ41 8250 
1115-0838 3200 
8780-0825 2855 
EL52S -QJJ2Q 8S7Q 
2L300 +0.035 2.345 


(*M1 

LM W U 

3830 28281 47843 
3.135 12,208 38450 
3,110 6875 27,371 
2.780 2J80W01 
2815 1258 13800 
4290 882 B,259 

88282288619 


■ UNLEADED GASOLINE 
WTMEX (42800 U5B*L: C/US 

Latest Defe 

price change Kg* M 
Kar 5980 -1.34 6180 5885 

DSC 5875 -1.48 6080 5880 

Jw 5085 -185 59L85 59.10 

M 6110 -183 6020 5986 

Mar 6280 - B28Q 6Z S» 

Apr 64.45 - 6455 6480 


Opan 
8W tat 
101062 35.125 
6/446 19821 
2,016 1M83 
SZ7 5.742 
1,177 5505 
499 3510 
21/707 13868 


PULP AND PAPER 

■ PULPEX OMLX (56. 24 air dry Ions) 

Sell Day 1 * Opaa 

price change Ifigti u»w *oi tat 
Dac 592.75 -525 59680 592.00 80 349 

Mm 611.75 -125 B1200 61025 30 200 

Triri • 40 493 

FUTURES DATA 

All Mum data auppM by CMS. 


Tea from Hie Tea Bmkera' Aaeodation 
There was good demand tar tea. Landed: 
Aseams add well ri around Die last levels; 
Eari Africans were about steady, except 
for cotaury medium Kenyas wWch appred- 
ated. Oflahnw c Good competitiw wflh cd- 
eury Rqucrtig teas dearer. Quotations for 
this sale Landed: best available i?Bp; 
good I57p; good metflum 154p; medium 
rWK low medium NQ. The Nchest price 
reaHsad this week was I79p tar an Assam 
PF. 


■ SUGAR *11' CSCE (n2.Q00tos; centafltra) 

Mar 1185 -0.09 1187 11.82 8394 91889 

May 11 85 -088 11.95 1183 1.80S 23.457 

Jri 1174 -O.OB 1182 11.73 1205 17,870 

Oct 11.71 -0.09 11 75 11.71 1.122 I581B 

Mar 11.65 -007 11.65 11.64 136 3248 

May 1180 -O.07 11.95 1183 1.805 23,457 

Trial 12862151831 

■ COTTON NYCE (SgoOMte, cents/lbs) 

Dr 7189 -025 71.75 7122 4855 49844 

Mar 72.87 -018 7320 72.72 1.111 15,768 

May 7389 -027 7410 7385 353 7833 

Jri 74.40 -028 74.68 7420 469 7233 

Ori 75 55 - 7585 75.55 100 762 

Dec 75.70 -0.14 7585 75.85 293 8.363 

Trial 7,181 90,432 

M ORANGE JUKE NYCE p5,000te;; cenia/lbs) 

taw 6685 -025 67.10 66.0010.724 17820 
Jen 69.55 -0 40 6985 69.10 5823 1Z144 

Mu 7Z55 -OSS 72.90 7020 1.580 7896 

May 75.60 -020 75 75 7580 247 2837 

Jnl 7820 -485 78.60 7825 35 612 

Sep 81.60 -425 3 328 

TOM 18,128 40899 


VOLUME DATA 

Open Interest and Volume data shown tor 
contracts traded on COMEX. NYMEX. CBT. 
NYCE. CME. CSCE and IPE Crude Oil are 
one d ay in arrears. Volume 8 Open In te rest 
totals are for si traded months. 

INDICES 

m B outers (Base: 1«Ml - TOO? 

Oct 13 Oct 10 month ego year ago 
1885.4 1685.6 19078 1876.7 

■ CRB Futures (Base: 1967 = 100) 


M BRENT CRUDE 

IPE Nov Dec 

2000 20 85 

2050 4 61 

2100 2 40 


Nov Dec 
10 83 

34 90 

- 122 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (par band) +or- 

Dutaal $1835-9.00 -O-60 

Brent Blend (dated) S20J7-0.il -0.695 

Bront Biend (Nov) S20.17-O21 -0285 

W.TJ. S21 -33-1 -36ui -OB45 

H OIL PRODtxrrs KWEpnngd ibdvsry OF (tamri 



Premium Gaaofina 

S207-209 

-a 

Gas 08 

Si 84-185 

s 

Heavy Fuel 09 

S97-99 

-i 

Naphtha 

5196-200 

-6 

Jri fuel 

6199-200 

-AS 

Dtasel 

Si 90-192 

-63 

■ NATURAL GAS (Pence/therm) 


Barton (Nov) 

12.85-1350 

+035 

A*ahm Ages. TeL Lanoen (Wit/ 3S9 B7S2 

■ OTHER 



Gold (per boy oajA 

5328.85 

-030 

Siver (per troy oi)$ 

51830c 

-030 

Plathnjm (per troy czj 

S436JJ5 

+625 

PBUarium (per tray oz.) 

$205.00 

+2.00 

Copper 

99 5c 

-1.0 . 

Lead (US ptob .) 

4550c 


Tin (Kuala Lumpv) 

17^1r 


Tin (New YorV) 

2643 


Cottle dive weight) 

9625p 

-131* 

Sheep (Eve weight) 

105.1 Op 

-1JJ2* 

Rga (9w wrightjt 

70,480 


Lm day sugar (raw) 

527830 

-2.70 

Lm day sugar (wte) 

S301.00 

-450 


Clues with subsidiary indicators only have a fac- 
ulty in common 


Oct 10 

Oct 9 month ago 

yaor ago 

246.75 

246.08 

- 


■ Gsa Spat (Base; ibto = 

100) 


Oct 10 

Oct 9 month ago 

yaar ago 

207.33 

204.60 194.60 

208.48 

UK WAREHOUSE STOCKS (tomtea) 

AkmMtan 

+2,150 

to 

741300 

Alunwwn alloy -160 

to 

49320 

Copper 

-1.500 

to 

339.975 

Lead 

-75 

n 

120,125 

Nickel 


to 

62332 

Zinc 

-100 

ID 

444500 

Tin 

-80 

10 

10.670 


Batey (Big. feed) Unq 

Maize (US No3 Yellow) £109.00 

Wheat (US Dark North) Unq 

ftabbar (Nov)f 58.00p 

fttatwpeOf 58JJ0p 

Rubber (KLRSSNol) 2B2 .Qz -35 

Coconut Qi (RhQ§ 627^z +2^ 

Palm Ol (Matey.)! 54O0z 

Copra <PhQ§ S403-0Z 

Soyabeans (US) 224J +5J 

Cotton OuttookW Max 77^0c -2.00 

Woottops (64s Super) 426p -2 

C p«r tom wtem ofrvnrise state! p pmrie. c wnteflh. 
rim/kg m Usis^nn eoncritg. y StpOtt. * OWNov. w 
Mn. VUndon Fhm ori. $ OF nMn f auBcn Baikal 
dres. ' Ctangv cn oMk. taaaRd on 465 Imd el riBC coU 


across down 

l Act with some show erf bes- x Out-chat one cheekily* 
itation (6) That really is gall (8) 

+«? 1S ^+!ff ar 2 U 6 1 ^ 4 ’ 4) 2 See one «“curf in wild 

10 Constant and apt (9) meadow flower (9) 

11 Wins at “vingt-et-un" (5) 3 Liza loses her head (4) 

JJ Varying (4) 5 Olea are arranged hi drcu- 

13 Brawls about the country, lar (j) 

= Performing (10) 6 Fruit began rotting when 

15 More than half usual band transported in avehicle 

taking excreslve interest (10) 

• . 2 - + + 7 Publicity about it entrances 

16 Prinnys rule, lacking king. ' ’ (fi) ■ • 

a . . , 8 Non-U estates, banned in 

19 Date is mtered m ardarty parts of tiie. country (6) 

« ( % , 9 0Id boys yearn to to any- 

21 Body smells unpleasant (7) . - thing hut square (6> 

14 It shelters from blows near 
thfa transport (3-7) New Delhi (10) 

25 Small measure (4) 17 Adviser has to cue in." A 

27 Gives breadth to inland ' right difficult situation (9) 

sea.,.. (5) 15 Hartours, illegally, let ter 

28 ... . once scant and stormy on board (B) 

^ ® « , ■ 2® Marks companion? n\ 

29 Says end in turmofl- they 21 Little fish taking directions 

give out (8) for a bigger one ffi) 

30 Well known minor (6 ) 22 Pag ends contaia very little- 

baccy.(6) 

24 Speak out for zero levy (5> - 

26 Chap leaving a sofa reveals 
his identity (4; 

£ $*terfoy*f Vtize pn2zle on Saturday October iS. 
solution to yesterday’s prize puzzle on Monday October 27. 
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LONDON STOCK EXCHANGE 


Bid activity puts equities back on buy tack 


MARKET REPORT 


By Stevu Thompson, 

UK Stock Market Editor 

It was the bluest of blue sky days 
for London’s equity market yes- 
terday. with the FTSE 100 index 
recoup ing over two-thirds of the 
ground lost last week thante to a 
barrage of takeover activity. 

The sudden burst of deals 
involved confirmation of merger 
talks between BAT and Zuridi 
Group, the Swiss insur ant com- 
pany, merger proposals for Reed 
Elsevier and Wolters Kluwer of 
Holland, and a hostile tilt at Red- 
land, the building materials 
group by Lafarge of France. 


More good news for the market 
came with a resolution to the 
Grand Metropolitan/Guin- 
ness/LVMH Impasse which had 
threatened the tie-up between the 
two UK groups. 

And there was a smaller hid, 
for Peek, the electronics com- 
pany, from Thermo of the US. 

The new deals alone were val- 
ued In excess of £4Qhn. Predict- 
ably strong responses by shares 
in all of the companies Involved 
added over 22 points to the FTSE 
100 index. More important, the 
sudden flurry of bids reawakened 
the market to the potential of 
more big deals being done in the 
short and medium term. 

There were other mega- 


mergers announced in Europe, 
including a deal involving two of 
the Scandinavian banks, Nord- 
bank of Sweden and Merita of 
Finland, and a massive insurance 
offer by GeneraH of Italy for AGF 
of Fiance. 

Those also helped to light the 
blue touch paper in the market, 
especially in the financial sectors 
on talk of a substantial restruct- 
uring in the UK and across 
Europe. 

As the dust settled after a fran- 
tic session. Footsie regained the 
5,300 level lost only last week, 
finishing with A gain of TOR, or 
1-5 per cent, at 5,300.1. 

The FTSE 250 index was given 
a big boost by the bid for Red- 


land, and ended the session 45.7 
higher at 4*920.0. The SmallCap 
gained 845 at 2*387.0 while the All- 
Share index moved up 30.5 to 
2,486.47. 

The FTSE 100’s storming per- 
forming erased much of the 
gloom that descended on the 
market last week when confi- 
dence was jolted by a series of 
damaging events. 

Alan Greenspan, chairman of 
the US Federal Reserve, warned 
that the US economy was on an 
“unsustainable track*' which the 
markets interpreted as a warning 
of higher US interest rates in the 
near fixture. And the Bundesbank 
caused more problems by hoist- 
ing its repo rate and triggering 


rate rises across much of Europe. 

Helping London finish only 
just below the best levels of the 
day was a positive opening by 
Wall Street where the Dow Jones 
Industrial Average posted an 
early 50-points plus gain. 

In its regular monthly survey 
carried out by Gallup, Merrill 
Lynch said that over three- 
quarters of UK fund managers 
believed Britain will participate 
in European Monetary Union 
before the next general election. 
The survey also revealed that 
more UK fund managers are buy- 
ers of US stocks than sellers, for 
the first time in three years. 

Turnover in equities was 68Qm 
shares. 



Mkw and r atio s 

FTSE 100 5300.1 +7SL8 

FTSE 250 482&0 +45.7 

FTSE 350 2S4&9 * +3M 

FTSE AB-Share 2486.47 +3054- 

FTSEAB-Stareytotf 3-13 3.17 

Beat performing sectors 

1 Tobacco 

2 insurance 


FT 30. • • -8421.2 +545 

FTSENon-finapte 20.66 2057 
FTSEIOOFUt Dec • , 53500 +445 
TO yr GW yield ‘ 6.51 "658 

Long gfltfequfty yW ratio 2.10 


249 


3 Akxjhollc Beverages — — 

4 Building Mats A Marchs - 

5 Media 


.+102 

.„+3*. 

-+3.4 

-+2.7 


Worst p rf bnnlng Meters 

1 Distributors — , — . : — -0-3 

2 Gas Distributors .- — -0.1 

3 Textiles & Appard — r-0 2 

4 Banks: Retail . — 05 

5 Water—. — — • — °-3 


Bid news 

sparks 

insurers 


By Peter John, Martin Brice, 
Joel Kibazo and Alexander 
Stevenson 

International moves within 
insurers seat the sector fly- 
ing. 

BAT Industries confirmed 
weekend press stories that it 
is finally to hive off its finan- 
cial services operations and 
merge them with Zurich, the 
Swiss group. 

And, more significantly, 
Assicurazzione Generali 
made a surprise FFr41.4bn 
bid for AGF of France. It is 
the first hostile bid for a 
European insurer and raises 
the temperature within the 
industry. Specifically, it is 
seen as putting pressure on 
Allianz of Germany to reas- 
sert its pre-eminent position. 

BAT lifted 58 to 609p with 
investors delighted that the 
demerger will unlock previ- 
ously hidden value. 

Among the life stocks, 
Prudential rose 29V* to 696p 
and Legal & General 13 to 
505 p. In the composites. 
Royal & Sun Alliance rose 
36% to 640p, Guardian Royal 
Exchange 17 to 342p and 
General Accident 43% to 
£1159. 

Steven Bird, insurance 
analyst with Merrill Lynch, 
commented: “You certainly 
get the sense there is going 
to be more corporate activ- 
ity." 

Tobacco stocks were all 


sharply higher. Imperial 
Tobacco lifted 20% to 391%p 
with additional help from 
Morgan Stanley. The US bro- 
ker published a recommen- 
dation with a 440p share 
price target. Gall ah er 
jumped 34 to 329p. 

Reed International, the 
UK arm of Reed Elsevier, 
surprised the market with 
the announcement of a well- 
kept secret and the shares 
shot forward 18 per cent 

News of a proposed merger 
between Reed Elsevier and 
Wolters Kluwer, the Dutch 
specialist publisher, sent 
Reed shares up 97 to 629p, 
back towards the closing 
peak achieved in August 

Rumour denied 

The £i7.5bn deal, with 
Reed as the dominant part- 
ner, had been rumoured 
about six months ago. But 
the stories were shrugged off 
then by the companies. 

And any suggestions of 
corporate activity were sub- 
sequently overshadowed by 
revelations by the company 
of problems within Reed’s 
Travel Group. Advertising 
circulation figures had been 
inflated to enable the com- 
pany to charge higher reve- 
nues. 

After yesterday’s 
annnuncwnm t same dealers 
wondered whether the 
Travel Group announcement 
had been made in order to 
clear the decks for the 
Kluwer move. 

In any event, the City 
applauded the merger. Loma 
Tilbian of Panmure Gordon 
said: “It gives Reed Elsevier 
a commanding position in 
professional and scientific 


publishing. The group will 
be the publisher with the big 
presence in North America 
and Europe." 

The news gave a boost to 
Pearson, which owns the 
Financial Times, and EHL 
Both companies have 
attracted rumours of corpo- 
rate activity in the past and 
the prospect of farther con- 
solidation within the sector 
helped Pearson rise 24% to 
823%p and EMI 10 to 582%p. 

The move on Redland by 
Lafarge of France made Red- 
land’s shares the most 
heavily traded in the mar- 
ket, with some Mm dealt as 
they rose 79 to 336%p, a long 
way past the 320p offered. 

While the possible interest 
of Lafarge in the aggreg a tes 
side of Redland via a trade 
sale had been mentioned 
before the move, the bid 
raised eyebrows among ana- 
lysts. Some took the view 
that RMC might try to stand 

FT 30 INDEX 

Oct 13 Oct 10 Oct 9 


in the way of Lafarge, but 
others dismissed the idea 
since accounting rules make 
it more attractive for a 
non-UK company, taking the 
view that Lafarge might 
have a clear run If it 
increased the price. 

Robin Hardy at Panmure 
Gordon said: “It is not likely 
that a UK bidder would 
come in, although another 
international cement com- 
pany might be interested." 

The hid was seen to repre- 
sent a growing trend 
towards pan-European con- 
solidation in the sector, 
which powered price rises in 
other building materials 
companies to give the sector 
one of the biggest rises in 
the market yesterday - 4 per 
cent 

Aggregate Industries rose 
3 to 56%p in volume of 7.7m, 
Blue Circle was ahead 9 at 
396%p in volume of 2.1m, 
and Hanson was 10 higher 


Oct 8 Oct 7 Yr ago Hgi u» 


FT 30 34215 3966.7 33507 83875 34025 2848.7 34075 28885 

OnL tflv. yMd 352 355 355 353 351 3.96 452 351 

P/E ratio not 22.18 2154 2152 22.11 ™ 1752 2250 1550 

P/E ratio nS 2157 2154 2152 2151 2150 17.18 2150 15.71 

FT 30 sings s omp— Hole N0i 34073 C3A(VB7; km 404 SMBMtL Bms DMk 1/MB. 


FT 30 hourly changes 

Open 950 1050 1150 1250 1350 1450 1550 1850 High 


Law 


■ London m a ri rat data 


Maes and MS* 

Total Haas 965 

Total Fs*a 551 

Sams 1.543 


52 Weak Nghs end lewd LUTE Equity Options 


Total Highs 
Total Lows 


173 

50 


Total cunli B u ta 
CaRs 
Puts 


35.115 

17512 

17505 


Oat IS "Data brand on Equity shares tetsd on the London Share Service. 
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to 309p in 3 Jim traded. GrandMet put on 21 to 604p, 
Amey, believed to be the after the dispute was 
preferred bidder for a ElQOm, resolved with a distribution 
5-year contract in Rail track's agreement and a payment of 
Great Western region, rose £25 Om by Guinness to 
6% to 455p. LVMH. 

Premier Farnell shed 24% The French luxury pron- 
to 626 %p after weak interim ucts group, which has stakes 
figures that were said to of just over 11 per cent in 
prompt downgrades. both the UK groups, has 

Analysts were said to be been blocking the proposed 


FUTURES AND OPTIONS . 

■ FTSE 100 MDEX FUTURES (UFFg EZSper Aj 9 fririax point 


Open Sett price Chance High Low 
Dec 53445 53505 *445 54125 53405 • 

Mer 54075 33885 +445 6407.0 5407.0 

■ 2S0 INDEX FUTURES (UFFE) CIO per Index point 


-(API) 
Eat. vtd Open Int 
8844 73015 

20 - iew- 


Dec 


49475 +46.0 


8651 


■ CTMi4WillMie3t OPTION (UngCS299) CIO pw'd* WwtpofciC' 


LONDON RECENT ISSUES: EQUITIES 

Issue Am! Md. Clara 

price paid cap 1907 price 

p up gmj Kflh Low Stock p +/- 


34054 34175 34145 34195 3421.7 34215 3421.7 34205 34225 33822 
Oct 13 Oct 10 Oct 9 Oct 8 Oct 7 Yr ego 

SEAO bargains 53.889 45287 46590 51567 48,716 40579 

Equity turnover (Em)t - 28295 3010.7 2905.6 2927.6 1277.7 

Equity bargadnst - 44568 48515 47503 50579 38523 

Stew traded frnQt - 729.7 8175 7515 879.1 4515 

tEMtuAig Intra-market and ovinnt twiner but hdudktj Crest arrow. 

C Free U te mad o n* United 1097. Al rigMa maned. -For 1997. 


• FA 

- FA. 

- F P. 

- F P. 

- FA. 

- FA. 

- FA. 

- FA. 
100 F P. 

§134 FA. 
155 FA 
§115 FA 
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1272 
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knnriring about £l5m off the 
fall-year estimate, bringing 
it down to £i45m. However, 
volume in the shares was 
not notable. 

Electronic equipment com- 
pany Peek rose 36% to 78%p 
following a bid by Therma ley published a recommenda- 
Power, of the US. tion with a 440p share price 

target. Therapeutic Anti- 
tydc< u u„„i, bodies rose 11% to 242%p 

Udo bounces oacK aSter aW n«wnrinp a 923 m nc- 

DBS Management, the ensing deal in the US. 
independent financial 
adviser, bounced back after 
it announced its intention to 
absorb costs incurred in con- 
nection with its Pensions 
Review. These costs were 
previously expected to be 
passed onto members. The 
shares rose 18% to I72%p as 
DBS also released figures 
showing an increase in turn- 
over far the first half. 

Selected hanks were out of 
favour as investors moved 
away from a sector that has 
outperformed and sought 
out stocks with exposure to 
the current speculative 
froth. 

Halifax fell 11% to 730%p 
on talk, largely disregarded, 
that the former building 
society Is considering a 
rights issue to fund an acqui- 
sition. And HSBC was off 17 
at £20.37 in the wake of 
weakness in Hong Kong's 
Hang Seng index. 

In the drinks sector, the 
prospect of a merger 
between Guinness and 
Grand Metropolitan 
increased yesterday after the 
two groups resolved their 
differences with French 
group LVMH. 

Shares in Guinness 
advanced 28% or nearly 5 per 
cant to 605%p while those in 
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Imperial Tobacco lifted 
20% to 391 %p. Morgan Stan- 


48012 23! 


271 


343 318 


Jurj- 522 195 
Cols 2532 Plus 2,723 

■ EURO STYLE FTSE 100 MPEX OPTIONflJFFE) El 0 per fid Index pofrt 

5475 


cine st7G 5Z76 *5326* 5S7S 

Oct 177*2 7 T32^z 12 92 21 56 V « 61 ^ ^ ^ ^1? JH 

ItW 01? 72 Z» 8512 2001210011 170 lift « ‘HI. ^ 

DK 3abVJQh2&fo 115 2S5 13^2241215012 195 1711i1fBJ2 193 14ft JIB 12ft24ft 
to «1 167 367 18ft « ■& ’ 

Jwt «5I9ft 451 229IJ » 265 335 30ft 

Cab 4540 Fob 8586 * IMar^iig Mb vSub. Prwntans them HI baaed mi wUmm* prices, 
t Ung 4 Sm1 Bq*j tHanOa. 


Nat Ov. On P/E 
(hi. am. yW net 


ft W3J5 2 0 Z524J3 


173l2 

hv ift - 

8 fSuddand Inv Wrt 10 -- - 

84 Cakngnn Dvntt FT 9ft +1 

1ft CdmamHMs 19 tft - - 

2i2lCmrtMylm 2|z - 

I2 foambuy hv Wra \ - 

174 15ft Cratliw PuhWi 158 ft 4W7jO 14 
165 10ft tCmpOtufewfUK 14ft Ml 55 45 


5515.1 
15 215 
-49S 


7.08 14712 13ft flSSoUim 

17S 17612. 16Z*2 Lstchways 

155 15ft 140 1*158 Ratal Sys 15 ft *2 LI. 15 

FA Z238 50ft 450 Northern Rock 504 +6 IA05 

70 FA 28.1 6212 53 NoeTnm Forest - 62+1 

§245 FA 143.7 26912 245 SHL&oup 2Bft +3 LW4J5 

+ AterteM kivastmani htetot § Padnfl prira. * MredueOon. npbnBion tit* 

atm B»ii*oto pteea relar to Ha London Share Santoa noted. 


IS 09 600 
25 22199 


- 2.1 - 


FTSE GOLD MINES INDEX 


Oct 

10 


« eftfl 
an day 


Oct 

9 


Year 

■BB 


arose dv 

fkkS % 


WE 


52 

■tf 


lm 


GaMHOntUBpa) 152463 405 1SI25S 191838 15E - 1085.lt 1270.14 

■ Banbral tatflcaa 
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Total 


Oct 13 

chgeK 

Oct 10 

Oct 9 

ago 

yWdK yWdK 

cm. 

rate 

y« 

Rahim 

FTSE 100 

5300.1 

+ 1 >» 

52273 

52179 

4038.7 

3 X 17 

249 

206 

• 1277 12226 

228025 

FTSE 250 

4820.0 

+09 

48743 

48649 

44415 

341 

279 

1.78 

2031 

12533 

207234 

FTSE 250 m IT 

4937.1 

+09 

4890-8 

48799 

4477.1 

393 

289 

132 

1947 13210 

208863 

FTSE 380 

25463 

+U 

2514.1 

2 S 0 W 

20001 

3-18 

255 

290 

1932 

6227 

223834 

FTSE 350 « IT 

25405 

+19 

2516.4 

25119 

- 

3.15 

257 

231 

1939 

mg 

1148.17 

FTSE 390 HgtoarYlald 

2478.9 

+ 1.6 

2439.7 

2432.1 

1906.0 

4.15 

344 

131 

163 S 

7730 

1852.90 

FTSE 350 Lomr YMd 

2621.1 

+ 1.1 

2593.8 

2581 £ 

21189 

239 

131 

390 

2330 

4740 

187934 

FTSE SraaiCep 

23889 B 

+03 

237897 

237696 

218298 

399 

248 

132 

2598 

5*54 

204236 

FTSE SoafC^} ex IT 

2370.16 

+03 

236223 

23 S 932 

217790 

333 

288 

1.68 

2233 

5875 

2046.77 

FISEAS-Shara 

2 * 36.47 

♦19 

245593 

2451.48 

138096 

3.13 

255 

136 

2219 

6032 

2217.71 

FTSE AB-Sherg « IT 

2490.14 

+13 

2459.13 

245444 

- 

3.16 

257 

200 

1932 

2973 

114231 
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2 T 7 S 86 

216232 

208898 

397 

299 

1-95 

1739 

59.71 

128735 

21 EMHng & Consfauction( 3 ^ 

1440-63 

+07 

143131 

142591 

1215.79 

3.18 

258 

229 

1721 

8833 

1265.62 

22 Sifting Wife A MactefSQ 

1924 A* 

+34 

188138 

1 B 42.17 

202593 

4,12 

235 

130 

1895 

5734 

102597 

23 Chwnicatop^ 

271&24 

+03 

270496 

269997 

248592 

3.75 

212 

134 

2040 

7941 

138095 

24 CnvoraBao taJuuirtjfeaa) 

1 S 3 B 90 

♦ 1.1 

152194 

151498 

151*34 

448 

*,18 

230 

1275 

6146 

027.75 

25 Bectoonk: & Beet 5 Mp( 35 ) 

2292^42 

+19 

228897 

2257.78 

241140 

3.84 

211 

136 

2284 

5238 

124830 

26 Engmoarinfl( 65 ) 

306 B 04 

+ 1.1 

303294 

3020.75 

2841.77 

2.75 

239 

245 

1834 

6097 

194132 

27 Bi^neering. Vetilctoa(l 3 ) 

389*57 

+03 

368240 

384835 


292 

210 

t 

« 

7632 

200238 

28 Paper, Pchg a PiMhg(Z 7 ) 

232758 

+09 

231338 

230591 

284594 

4.43 

394 

197 

1428 

77.12 

102839 

29 Texflos & AooaroiTl 4 | 

109005 

+03 

108737 

109003 

120895 

0.17 

5-12 

1.17 

1720 

4824 

721.82 

X COHSUHBt GOOOSPS 

4614.05 

+23 

480391 

481237 

370028 

290 

249 

130 

21 9 Q 12*78 

101234 

32 Afcotaflc Bewrages( 7 ) 

3455.42 

+08 

3328.75 

330&24 

278646 

390 

399 

202 

17.16 10132 

132339 

33 Food Producerspi^ 

3245-23 

+13 

320*98 

320249 

281932 

3.15 

203 

199 

2091 

7833 

1543.11 

34 Hounhold Gooda( 17 ] 

3314 JOO 

+23 

324199 

325077 

2718.78 

393 

264 

240 

1877 

6011 

136521 

30 Hea«i 0 ne( 14 } 

2260.32 

+07 

224532 

223637 

207999 

298 

222 

1.75 

26.77 

5248 

142931 

37 PhBcnwauOcah(lS| 

794324 

+09 

788239 

7947.87 

560693 

231 

190 

131 

3121 

16233 

281014 

38 Totaorata 

5010.18 

+103 

454791 

448499 

380175 

592 

497 

135 

1205 24095 

136270 

40 5 SMCE 5 {Zr 4 

2337.33 

+ 1.7 

288994 

MM1M 

2614.76 

277 

234 

204 

2207 

6234 

159434 

41 DteWxitora( 2 a) 

283092 

-03 

234436 

292497 

265092 

32 Q 

281 

201 

1948 

0 & 3 T 

113239 

42 Lifera 4 HotetoCO) 

3418-06 

+ 1.1 

338191 

338095 

3213.76 

273 

219 

198 

2395 

0530 

180777 

43 Meda^S) 

4421.00 

+07 

4308.62 

432897 

448992 

291 

190 

133 

2890 

8972 

185439 
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2509.51 

+08 

2578.79 

257693 

195896 

332 

258 

223 

■1732 

8067 

. 1741.09 
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243063 

+19 

2382.71 

238593 

2155.72 

296 

■237 

216 

1930 

5538 

145736 
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335022 

+13 

331095 

331790 

307494 

399 

271 

229 

16.12 
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1676.19 
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3459.00 

+19 

339990 

340994 

260090 

1.77 

145 

245 

2832 

3840 
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4 B TranaportCS) 

3 W 42 B 

+29 

308390 

307*72 
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2738 
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328725 
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3271.48 

334897 

2263.74 

435 

240 

148 
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153334 
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3682.14 

+07 

365555 

383635 

235790 
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anna ag 
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-Ol 

235010 

2346.73 

129522 
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t 

tt 0142 

134*12 ‘ 
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2581.77 

+08 

2547.08 

Z 51 B 34 

192598 

396 

285 

130 

2338 

4430 

123232 

■ Bi Hi 


+03 

3089.78 

306840 
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1037 
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185549 
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2497 m 

+14 
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136 
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1728 T 27 .TS 
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+03 
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478841 
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1738 18695 

289232 
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+39 

207 O 4 T 

2081.13 

150198 

4.10 

398 

206 
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173830 
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5 S 21 J 7 

+23 

93 S &42 

540592 

383396 

391 

272 
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1007 15425 
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353035 

+06 

3 S 0838 
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288*71 

axs 
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.139 

2035 8198 

211633 
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225 M 1 

+09 

2238.71 

225791 

164992 

291 

233 

194 

3296 

41.12 

145237 

80 MVESTMEWT TRUSTSt 127 ) 

352090 

+07 

399048 

360190 

321058 

210 

_198 

1.16 

51.12 

gang 

130337 

89 FTSE AB^ShmpDi) 

248047 

+13 

245593 

245149 

198098 

' 3.13 

255 

138 

20.19 

6052 

221771 

105 FTSE Al-Shara « 1177741 

2490.14 

+13 

2458.13 

245444 

- 

210 

257 

290 

1932 

2973 

114231 
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13 DSL 00 

+OI 

130797 

130075 

123589 

215 

252 

13 * 

3895 

39 m 

742731 
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1313.14 

+01 

131195 

1310.77 

124573 

390 
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3495 
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143534 - 
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- 
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8090 T 
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FTSE lOO 
FTSE 250 
FTSE 850 
FTSE SmaMCap 
FTSE All-Share 

TUna ol FTSE 100 Day's 
Urn at FTS£ MFShra ‘ 


S2G2.3 5282^4 53006 52912 52905 52S&6 52902 3S35A 52SBS 5301 

45B4A 4901 S 4907,6 49086 49108 4911 A 4913.1 49139 4919.1 40200 48645 

2525.3 25302 2545S 2542S 2544.6 25405 2545.5 2544.7 25405 28409 Owen 

238060 238099 2382.10 2382S5 238052 238420 2384.32 238023 238056 238096 238060 

246080 247016 248520 2481.98 2484.13 2485H2 246005 2464.33 248007 2488^4? 246O80 

11S8 AM Dso/a kmr. 8d0 AM. FT8E 100 1997 High: 63001 (18^0A7) Law 40G8S (10101/87) 

“ " 430 PM DayV low. 830 AM. FTSE Al-Shnm 1907 248830 (IVIMT) Low. 1989.78 (D&Di&r) 

Further information is auaflablo on httpv/www.fls&eam 
O FTSE Intamalianal Lbntted 1997. All Rights rro&YOd. *FT-SE* and l Footaie p are 
trade maria of the London Stuck Exchange and The Fnandal Tlmra and are 
urad By FTSE (ntematianai under fcence. * 

t Sector P/E ratios gnotar tfian 80 aid net covets greater than 30 are not shown. 

$ Values are negative. 



TRADING VOLUME 


■ Major Stocks Yesterday 
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■ 000 a price chengn 


3 ff . 473 BOft +ft 

AMVEBCAP 1 (XXI - +30 +7 

wmo « +ft 

Abbay Natantt 2.100 9 W+ 1 ft 
AMOUS 246 1175 - +80 

ABtaneaA UrteMHarf- 2300 72 ft +4 

AIM torwcqt 3,100 

Amanhan . 190 E 2 ffiVl +« 2 ^ 

Angten WMer 287 *38 + 1 }z 

. _ im? ft 

Foodet imo aa* *• 

art. Ports 650 30 ft .ft 

BAAt A300- BO&1 *12 

BATlnds.t 21400 609 +68 

iaoo 441 +ft 

1300 118 ft + 22 >l 

10800 258 * 0*1 
U00 922*0 +ft 
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BOCt 


BPB 


art 
BTRf 

Bank of Seodandf 
BMtIUt 
Bent 
sahoftf . 

BkroCkcWt 
Boowt 
BrtiaiwA: 

Bdc Awotpacwf 

BieWiAInHyVt 
BrtMiBMacfi 
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BrilMi 
Brtttoh 

Band 296 

Bunte CMOl 885 

Burton - . . MOB 

CMliB&Wtat 2j0OO 

Codbuy Satweppest 1.500 
Cndm ZJKB 

Caritan Comma, f 3S00 
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Comm. Untonf 3.100 

CompanB 419 

Coatawi ISao 

Comm* * ‘ 835 

MjilMA 22 

Date SB 

□boost 781 

B4AP 238 

awf 1,300 

Bootroaxnpa 182 

Energy (tooirot 1,100 

EntapriaaOtr 451 

FM 289 

Rexfcch 14 

Foreifwi 8 CoL LT. 337 

QaSanor ■ 3.100 

Gotl Acddontf 1JOO 

Gonorid BeOT-f S.7D0 

Gtem Wnfcomet 1 JOO 

(tonckrt- 1,500 

Qrrad MaLf 8,100 

QU8t 1,800 

»wri* 808 

onq 17300 

owit 433 

Quinnaaet , BJOOO 

HSBC atari 2300 

htotee t 8300 

Hnaiwaon 237 

tenon 3300 
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ar 

ot 

ImparW Tobacco 
bidicapa 


141ft* «lft 
S05l 2 ♦2ft 
2037 -17 
73ft -1ft 
884 ft 
809 +10 

7831J +41 

878 17ftxd .+ll* 
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MS? 

Land SacuWeet 
Laporte 

Leoto 3 Qanaratt 

Liberty ML 

s&r 

LggMrtyt 

Marta A Spencwf 
Merawy Aaaat Mai 
teorjre • 
MonanCrudUa 
Mormon (Wm.) 
NFC 

Hraia — n ii 
teWlti PaJKl 

NaBonal Srktf 
NtfonriPowert 

Nontiam Foods 
Wortham Rack 
Norwich Unkvtt 


P&Of 
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1.100 448 

1.100 982 

7300 Wft +2ft 

2300 288 +4 

212 87712 . 

1300 Kfft *23 

2300 296 +ft 

• 68B 106ft +14 
507 78115 ft 

2300 505 +13 

71 508 -4 

. 8,400 BOB +15 

888 278 +312 

2300 22ft 4 

4300 65ft +18 

175 1370 +Zft 

715 1805 -ft 

230 soft +1Ia 

112 200 

1300 147 

4300 84112 +9 

2300 297 ft 

2300 543 +ft 

1300 729 -9 

2300 24ft. +3 

2300 504 48 

6.700 

1.700 
1300- 
1300 7i 
8,600 18 
2300 75 

837 
49 
5300 

388 330 rCl 

881 981 >a +18 

1300 10*1 42ft 

2300 34ft 4ft 

868 1027 +2ft 

21300. 336*2 +79 

15,100 BZ9 +87 

2. MB 2St +ft 

3.100 75ft «ft. 

2300 -99212 +»• 

12J1D0 238 4ft 

6.100 840 +eft 

Rnjg Bk B ccrtantri 2300 6B7l 2 +13 

837 386 +6 

1300 46ft +4 

38 18B7& +10 

661 706 +ft 

707 W2ls 

2300 484 • 47 

SB7 60 

292 281 «2. +1 

_2» i^4ft 
7300 •• 467$ +1 

B33 1332*2 «0 

119 - ara .. 

338 38ft +ft: 

1.100 laftw ft 

+ft 

281 86 ft ■ +TI- 

fllO • 474 rlV 
62 88 ft Ji 

■ 823 .664 ft 

1300 826*2 -ft 

SjOOO 2441a . - -a 

«7;420*ad +ft 
ear « 8 ?t» +vft 


FtomOanf 
Pramtar Famea 
Prartdent l+motol 
PrtManwt 

REXAM 

react 



RacWnySinml- 


WLt,, 
Nrtotf Mttarff 

Aft* ii 


I .. 

Scontoh a NM.f 


Severn Trenrt 

S" n * portt 

safes, 

anhhiNaphm 

SrtHBM%nr 

Sraam fnds-t ‘ 
Sogflwn Sect 

SnahwraMnar 

ssssr*' 

KSt*-* 

Tranao 1 
TWeALyta 


Thame* waarf - 
-Tortimt 
iMaate • 
UriSSt. . 

Urited Acaiaance 
UnBadBtocu** 

Uld.Nnr»5M«jtot 
UBedutasbri 1 


WPP 





' 1.100 

• 29 Q 

-s 

' -.. 338 ' •• 

490 *; 

■ +1 

798 

Q 0 Q» 

-+13 

-• . *07 

'S 73 ^ 

. +8 

- 1.100 

52 R 

-4 

8200 

am 

+4 

S 3 . . 


; -1 

' . 926 .' 

, aid 

• 4 ft 


VbrtoMro UKMer' 

Zanacaf . 

bte « rate wAanstar-e oataeSon of 
m^oraaartlte drat ttrarfi the - 8 EA 0 • 
Z 5 S?! » ?**V w« t-kafcettera 

Frre IQOJnte corefflianbAI irooea M . 
roraded. Swrear odat pat or FT 
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WORLD OVERVIEW 


European markets were able 
to put their interest rate 
worries to one side yesterday 
as a wave of bids and merg- 
ers, involving stocks from 
Finland to Italy, swept the 
corporate sector, writes 
Philip Coggan. 

The deals not only lifted 
the stocks of the companies 
concerned but prompted a 
rally in the broader markets, 
as traders anticipated the 
"merger mania" being 
extended to other groups. 

Given the high level of 
European equity markets, it 
was no surprise that most of 
the deals were in the form of 
paper offers. 


Comptated European Domestic H&A deals 



1B80 m #2 M 
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Much of the action - the 
mergers between Zurich 
Group and BAT’S insurance 
interests, and between Swe- 
den’s Nordbanken and Fin- 
land’s Merita, and the hos- 
tile offer from Italy's 


Generali for France's AGF - 
was in the financial sector. 

Mike Young, director of 
European investment strat- 
egy at Goldman Sachs, said: 
“We are seeing a rush to the 
gate in recognition that the 


advent of the euro is reduc- 
ing some of the barriers to 
cross-border competition in 
hanking and finance.” 

“It will also result in some 
revenue losses,” be added, 
“such as forex trading and a 
decline in the number of cor- 
porate banking relation* 
ships. Meanwhile, asset man- 
agement has been identified 
by everyone in the bank and 
insurance Sector as a growth 
activity.” 

Merger activity, thfriks Mr 
Young, is far from its peak. 
“As the list of announce- 
ments increases, the pres- 
sure on the rest of the sector 
to do a deal will build. ” 

But as well as the finan- 
cial deals, the markets also 


witnessed a merger between 
publishing groups Reed 
Elsevier and Wolters Kluwer 
and a hostile bid for UK 
building materials company 
Redland from the French 
cement group Lafarge. 

The mergers reinforced 
the theme of corporate 
restructuring which has 
a key bullish argument 
for European markets in 
recent years. “It is a neces- 
sity for European industry to 
boost Its competitiveness 
a nd improve its return on 
capital." said Francois Lang- 
lade-Demoyen, European 
equity strategist at Credit 
Suisse First Boston. 

But it may also mark a 
new phase. Ian Harnett. 


director of European strat- 
egy at NatWest Markets, 
companies may have 
reached the limits of the 
scope for internal restructur- 
ing and so are now looking 
externally. 

Meanwhile, the latest Mer- 
rill Lynch/Galliq) survey of 
U& fund managers found 
they were at last losing their 
taste for Japan and the 
Pacific Basin and moving 
back into the US market 
Buyers of Wall Street out- 
numbered sellers for the 
first time in three years, 
whereas the attitude 
towards Asia was the most 
negative since 1990. 

London market. Page 36 


Dow climbs 
on earnings 
buoyancy 


Bourses surge on bid activity 


AMERICAS 


Wall Street shrugged off last 
week's inflation fears and 
traded higher as the quar- 
terly earnings reporting sea- 
son got under way, writes 
John Labate in New York. 

By 1 pm, the Dow Jones 
Industrial Average was up 
37.82 at 3,083.03. The Stan- 
dard & Poor’s 500 index also 
rose, up 2.16 at 969.14. Tech- 
nology stocks were mixed as 
the Nasdaq composite index 
gained 4.08 at L743.1L Small 
company stocks were mod- 
estly higher as the Russell 
2000 index gained less than a 
point at 465.63. 

Last week's markets got a 
double-dose of Inflation jit- 
ters, sparked first by mid- 
week testimony about wage 
pressures by Fed c hairman 
Alan Greenspan, and subse- 
quently by a stronger-than- 
expected 0.5 per cent rise in 
September producer prices. 

Yesterday's markets were 
more focused on corporate 
earnings and merger reports. 
Helping the Dow higher was 
Travelers Group, the finan- 
cial services company, which 
rose $yi at S75& after report- 
ing a sharp rise in operating 
earnings for the quarter. 
Banker J. P. Morgan also 


reported a 43 per cent rise in 
net income for the quarter 
and its shares rose gift at 
$120%. Other firms reported 
as well. Donaldson, Lufkin & 
Jenrette rose $1% at $77% 
after reporting higher earn- 
ings. The Treasury market 
was closed in observance of 
Columbus Day. and stock 
exchange volume was light. 

News of a possible $3&5bn 
merger between UK tobacco 
company BAT and the Swiss 
insurer, Zurich Group, sent 
BATs ADR shares nearly 10 
per cent higher to $30. 

Shares in Coca-Cola were 
down $% to $6l-& on reports 
that its chief executive bad 
been placed in intensive care 
in hi« fight against cancer. 

Technology stocks moved 
slightly higher as the Pacific 
Stock Exchange technology 
index gained less than 2 
points at 347.54. Texas 
Instr umen ts rose $2% to $141 
on reports that the company 
bad developed a new chip 
technology. Rival Intel 
drifted $1 lower at $92 in 
anticipation of a quarterly 
earnings report. Software 
leader Microsoft gained $'/> 
at $137 as it released figures 
on its internet business. 

• Toronto was closed for 
a public holiday. 


EUROPE 


Europe's leading equity 
markets moved sharply 
ahead on a broad front dur- 
ing a day of unprecedented 
takeover activity. 

In the Netherlands, Elsev- 
ier and Wolters Kluwer pro- 
duced the most dazzling 
stock market action. Their 
plans to merge into the 
world's biggest professional 
publisher seat the former up 
FI 4.70 or 16.6 per cent to 
FI 33.10 and Kluwer FI 10.70 
or 4.2 per cent higher to 
FI 265.70. 

The two sets of shares 
racked up a combined vol- 
ume of 26.4m shares to 
account for a large part of 
the day's business in 
Amsterdam. "It’s a magical 
fit with positive implications 
for costs savings and syn- 
ergy.” said one broker. 

Italy's Generali rocketed 
5.7 per cent higher in early 
response to news of its 
FFr300 a share bid for 
France's AGF. The Italian 
insurer’s shares subse- 
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Sao Paulo slips back 



Latin American centres 
opened quietly with the clo- 
sure of US bond and cur- 
rency markets making for 
subdued trading. 

SAO PAULO shaded lower 
in thin volume with some 
dealers reporting modest 
profit-taking after last 
week’s near 2 per cent gain 
for the Bovespa index. At 
midsession yesterday, the 
Bovespa was 91 lower at 
12,647. “The market is very 
quiet this morning. There is 
nothing out there. It looks 
like we are on hold until 
tomorrow,” said one trader. 


MEXICO CITY was 24.61 
lower to 5,242.66 on the IPC 
index at the close of a thinly 
attended morning session. 

The broad market was 
described by dealers as fairly 
positive, but volume was 
reduced to nominal levels. 
Conglomerate Grupo Carso 
added R$020 to R$61.40. 

SANTIAGO was quiet 
ahead of today's board meet- 
ing at Enersls which 
recently forged links with 
Endesa of Spain. The IPSA 
index was off 0.14 at 124.05 at 
midsession. Enersis eased 

1.00 peso to 2 82 pesos. 


Golds dominate S Africa 


A spillover of buying in the 
futures market and the bull- 
ish start on Wall Street pul- 
led Johannesburg to a 
higher finish after a day 
dominated by gold shares 
following the merger of the 
Gencor and Gold Fields gold 
operations Into a new com- 
pany, Goldoo. 


Gains in London helped to 
dispel worries among some 
investors of volatile trading 
in the week which marks 
the anniversary of the US 
market’s 1987 crash. 

The overall index added 
59.5 to 7,297.1, industrial 
jumped 65.5 to 8,843.5 and 
golds added 8.2 to 1.065.1. 
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quently came off their best 
levels to close with a rise of 
L1.589 at L38.300. Many ana- 
lysts believed that yester- 
day’s bid was only an open- 
ing shot by Generali and 
that a successful bid might 
have to be nearer to FFr400 
a share. 

Generali’s bid approach to 
AGF did nothing to ruffle 
sentiment at financial con- 
glomerate Worms, currently 
subject to two competing 
takeover bids, one from 
Artemis of France and the 
other from Ifil-AGF, an Italo- 
French combination. 

Market talk suggested that 
the Generali move on AGF 
was sparked by the approach 
to Worms. The latter, which 
stood at FFr331 at the end of 
August, rose FFr26 to 
FFr485. 

Nordbank of Sweden's link 
with Merita of Finland sent 
both shares steeply ahead, 
and sparked heavy buying of 
financials in neighbouring 
Denmark and Finland where 
sector consolidation has 


been a hot theme all year. 

Nordbank, number three 
in the Swedish bank league, 
ended off SKr5.50 to SKr274 
while Merita, the largest 
bank in Finland, rose 
FMk2A0 to FMk28.10. In Den- 
mark, BG Bank soared 
DKr31 to DKr421 while rivals 
Jyske R ank and Orudaruoark 
gained DKrl2 to DKr680 and 
DKr22 to DKr460 respec- 
tively. 

The Pohjola and Sampo 
Insurance groups of Finland 
also bounced. Merita owns 
155 per cent of Pohjola and 
18.5 per cent of Sampo. 
Pobjola rose FM19.50 to 
FM209.50 and Sampo FM50 
to FM650. 

In Switzerland, Zurich 
Group, widely seen as hav- 
ing the most to gain from a 
£23bn link-up with the finan- 
cial services activities of 
Britain's BAT Industries, 
rushed to a high of SFr645 
on news of the merger plan 
which would create one of 
the world’s largest insurance 
groups. But in later trade 
the Zurich shares settled 
SFr42 higher on the day at 
SFr641. 

PARIS made solid gains in 
thin volume with banks 
responding warmly to the 
upsurge in consolidation 
talk across Europe. The CAC 
40 Index ended up 45.87 at 
3.000.98. 

CCF rose FFr21.20 or 63 
per cent to FFr360, BNP 
* FFr9.90 to FFr315.5 and Ban- 
caire FFr20 to FFr751. 

Paribas put on FFr10.60 to 
FFr437.60 and Soafetfe Gener- 
ale FFr21 to FFr900. 

LVMH added FFr25.00 to 
FFr1,248 following the end to 
hostilities with Grand Metro- 
politan and Guinness of the 
UK. Motor stocks stood out 
against the upbeat mood. 
Renault fell FFr4.10 to 
FFrI69.10 and Valeo FFrl.50 
to FFr383.50. 

AMSTERDAM climbed 
30.43 to 938J22 on the AEX 
index. Publishers provided 
the main thrust but there 
was plenty of support from 
heavyweights like the finan- 
cials and Royal Dutch and 


Tokyo tumbles to 26-month low 


ASIA PACIFIC 


KYO fell 1 per cent in 
n trading to its lowest 
se since August 1995 as 
restore hesitated ahead of 
rt week's widely expected 
rnomic measures, writes 
ten Robinson. The Nikkei 

> average fell 172.22 to 
204.70 after moving 
tween 17,151.75 and 
318.38. 

4ew York's decline and 

> rise of the yen against 
* dollar weighed on senti- 
nt from the outset of trad- 
r as investors moved to 
1 blue-chip exporters, 
avy selling of banking 
ues by domestic and for- 
n investors also dragged 

the market 

Jucb of the bank sell-off 

ong Japanese corporate 

estors was due to their 
lewed attempts to unwind 
iss-shareholdings. Ana- 
ts warned that any disap- 
ntments over the govern- 
nt’s forthcoming econ- 
ic package could cause a 
then slide in the market 
Volume fell to an esti- 
ted 328m shares from 
ursday’s 397m. Declines 
mvhelmed advances 827 
300 with 130 unchanged, 
e Topix index of all fiist- 
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section stocks shed 21.77 to 
1,338.47 and the capital- 
weighted Nikkei 300 was 
down 4.45 at 265.09. 

In London, the ESE/Nlkkei 
50 index rose 6.62 to 1,577.49. 

Sakura Bank, the day’s 
most active issue, rewrote its 
low for the year, felling Y40 
to Y490 after earlier reaching 
Y488. Dal-Ichi Eangyo Bank 
also hit an new intra-day low 
of Y1.080 before finishing at 
Y1.090. down YB0- Bank of 
Tokyo-Mitsubishi came off 
YUO to Y2.0S0 and Daiwa 
Rank Y68 to Y460. Leading 
exporters mostly retreated. 
Nissan fell Yio to Y665 and 
Honda YB0 to Y4.240. 


In Osaka, the OSE average 
shed 20458 to 17,692.62 and 
volume fell to 8.4m shares. 

HONG KONG was sharply 
lower in spite of a strong 
afternoon rebound and bro- 
kers said they saw the index 
stabilising at current key 
technical support levels. The 
Hang Seng index lost 200.22 
or 1.4 per cent lower at 
14,072.90 after bouncing off 
the day’s low of 13.886.64. 

Analysts said the slide was 
prompted by concern over 
ohi-inking market liquidity 
and the possibility of higher 
US and local interest rates. 
Turnover, however, was a 
low HK$13.4bn. 

SYDNEY continued to suf- 
fer from interest rate wor- 
ries . The All Ordinaries 
index fell 312 to 2.6633 to 
extend its decline over the 
past three sessions to 3.8 per 
cent 

Banks stayed weak. AN2 
name off 20 cents to AS10.60 
and NAB 27 cents to AS2028. 
Coca-Cola Amatil fell 57 
cents to A$12.70. Retailer 
Coles Myer bucked the broad 
downtrend, adding a further 
10 cents at A$6.68 following 
last week's strong results. 

JAKARTA rallied in late 
trading to close little 
changed. The composite 


index fell more than 1 per 
cent at the outset following 
a debt downgrade by Stan- 
dard & Poor’s and a widely 
quoted press report suggest- 
ing that the IMF rescue 
package under consideration 
would need to be $l2bn 
rather than the presently 
mooted $4bn. The index 
ended 0.07 higher at 534J53. 

SEOUL was dragged down 
by renewed concerns about 
Korea's troubled economy 
and by political mudshngmg 
surrounding the forthcoming 
presidential elections. The 
composite index fell 7.23 to 

613.00 in the second lowest 
volume of the year. 

Kia Motors, part of the 
struggling Kia group, took 
centre stage as news reports 
said creditors were about to 
force the company into 
receivership. In spite of deni- 
als from some of Kia's larger 
lenders, the shares dropped 
500 won to 7200 won. 

SINGAPORE was weak as 
investors adopted a wait- 
and-see line on a host of cur- 
rency. interest rate and 
international Issues. The 
Straits Times Industrials 
Index ended down 23£5 at 
1,877.69, retracing most the 
39-point gain made in late 
trade on Friday. 


Unilever. Aegon rose F1&50 
or 5J1 per cent to FI 169.50 
and ABN Amro FI 1.90 to 
FI 4L90. Royal Dutch put on 
FI 290 at FI 12&50 and Uni- 
lever gained FI 2.50 to 
FI 109.20. Among smaller 
caps, Oce improved a further 
FI 6.00 to FI 256 ahead of 
today’s third-quarter results. 

ZURICH was thinly traded, 
with the exception of Zurich 
Group, and the SMI Index 
rose 933 to 5.792JL 

The fmanriai sector was in 
demand. UBS jumped SFr63 
to SFrl,702 and Winterthur 
rose SFr71 to SFrl,59L Bal- 
olse, up SFr85 at SFI2.320, 
has been seen for some time 
as a takeover candidate. 

FRANFURT finished post- 
bourse electronic trade 
above the 4^00 points level, 
although off its highs- The 


Ibis-indicated Dax index 
closed 60.65 higher at 
4^25-27. 

Lufthansa, 15 pig down at 
DM33.40, was actively traded 
in response to Sunday’s 
news of the DM33.30 issue 
price of shares in the sale of 
Bonn’s remaining stake. 

Siemens picked up DM2.65 
to DM122.60 after the compa- 
ny’s weekend announcement 
that it had achieved turn- 
over of more than DMJOObn 
for the year ended Septem- 
ber 30 for the first time. 

MILAN derived support as 
much from politics as corpo- 
rate activity. The revival of 
dialogue between Romano 
Prodi. the prime minis ter, 
and Fausto Bertinotti, the 
hard left leader, raised hopes 
tha t a compromise might be 
thrashed out to revive the 
centre-left government How- 
ever, many analysts ruled 
out the prospect of an early 
general election. The real- 
time Mibtel index added 432 
to 15,681. 

The news from Generali 
sent the rest of the financial 
sector higher. Credito Ital- 
iano rose L315 to L4.498 and 
Mediobanca, which has a 6 
per cent stake in Generali, 
was LI, 810 higher at L38.52L 
Banco di Napoli savings 
shares were marked L86 
higher to L1.48L 

Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Foid and Peter HalL 


Soaring Turkey 
puzzles brokers 


There was cheering in 
Istanbul trading rooms yes- 
terday 1 afternoon as the 
stock exchange’s IMKB 
index burst through the 

3,000 barrier: 

Although brokers love 
“psychologically impor- 
tant” events such as these, 
some admit they are not 
entirely sure what Is going 
on. The Istanbul market 
has risen by nearly half in 
dniiar terms in just over a 
month, but Mehmet Sami, 
vicepresident of Istanbul's 
ATA Securities, said: “It is 
puzzling a lot of people t.” 

Volk an Sari, market 
strategist at Global Securi- 
ties, a big Istanbul-based 
brokerage, said “there was 
no news” justifying yester- 
day’s surge beyond a wider 
perception that something 
is changing in Turkey. 
There has been little eco- 
nomic news, but an inflow 
of foreign funds and propri- 
etary trading by institu- 
tions seems to be driven by 
a political story. 

Mr Sami, like many in 
Istanbul, has sensed an 
important political shift 
with the appointment of a 
secularist, conservative-led 
coalition that seems deter- 
mined to stay in power and 
attempt major economic 
reforms that have eluded 
governments for more than 
a decade. Important annou- 
ncements on privatisation, 
finan cial markets and pub- 
lic sector reform are rum- 
oured to be in the pipeline. 

Furthermore, Turkey is 
awash with liquidity as 
fund managers stung by 
the debacle in south-east 
Asia look for other high- 
yielding emerging markets. 

Same point out that the 
market has bought - or 
rather, brokerages bave 
sold - simitar stories in the 
past. Only last year, finan- 
cial markets picked up with 
the appointment of a gov- 
ernment led by Turkey's 
Islamist Welfare party, only 
to see that coalition peter 
out eight months later hav- 
ing achieved little. Salih 
Neftpi, a columnist with 
the mass-circulation news- 
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paper Hfixriyet, said: 
“Whenever there is some 
good news in Turkey, 
prices rise abnormally. 
When there is bad hews 
there is an opposite reac- 
tion.” 

Until September, Turkey 
had a surfeit of bad news. 
The Zslaznist government 
fell In June after a confron- 
tation with the military. 
The new government of 
Me ant YUxnaz seemed weak 
and indecisive. Inflation 
and interest rates rose. Yet 
Mr Yilmaz has impressed 
markets that he is serious 
about pushing privatisation 
and public sector reform. 

Last week he said he 
would stay in office until 
2000 by when he will have 
cut inflation from 90 per 
cent to 3 per cent Markets 
had expected him to call 
elections soon, with the 
risk he would opt for a pop- 
ulist free-for-all to win 
votes. 

Some international fund 
managers have shunned 
Turkey for being too expen- 
sive. Favourites such as 
banks and blue chips look 
prohibitively overpriced. 
But brokers claim the mar- 
ket Is unlikely to crash, 
although a minor correc- 
tion is possible before the 
end of the year. Brokers 
say prices will resume their 
upward spiral In 1998. by 
when the government 
should have stinted deliver- 
ing an its promises. 

John Barham 
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